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99% ACCURATE 


in predicting 
monthly retail sales 


U. S. Department of Commerce Figures 
Confirm Monthly “High Spot City’’ Forecasts 
In SALES MANAGEMENT Magazine 


Accurate sales forecasts are today more than ever 
a requirement of successful marketing. 


Sales, advertising and research executives are 
turning in increased numbers to SALES MAN- 
AGEMENT Magazine’s monthly “High Spot City” 
feature for aid in estimating their changing sales 
potentials in the key markets of the nation. 


“High Spot Cities” provides an advance forecast 
in the first issue of every month giving the ex- 
pected dollar volume of retail sales for the U. S. 
as a whole and for more than 200 leading cities. 
In addition, ratio figures are shown for each city 
comparing its current retail sales with the same 


month of the previous year and with the same 
1939 month. A third ratio shows how each city’s 
gain or loss compares with the national change. 


These advance estimates are published 60 to 70 
days prior to U. S. Department of Commerce re- 
lease of “official” estimated figures. Department 
of Commerce reports on monthly retail sales in 
1948 provide a check on the accuracy of the SALES 
MANAGEMENT predictions. Below are the “High 
Spot City” advahce forecasts compared to what 
actually happened as reported by the Department 
of Commerce. The figures start with June, 1948— 
when SALES MANAGEMENT began predicting 
retail sales alone without “services.” 


Total U. S. retail sales in billions of dollars 


1948 month SM Forecast Actual 
June 10.8 10.9 
July 10.3 10.7 
August 11.1 10.7 
September 11.2 1.1 
October 11.4 11.5 
November 11.7 11.0 
December 13.3 13.2 
Monthly Average 11.4 11.3 


- SALES MANAGEMENT's margin of error on the whole was 
under 1 per cent. 


Mimeographed copies of these “High Spot City” estimates will be mailed to you 10 days in advance of 
publication every month at a cost of only $1.00 per year. Write SALES MANAGEMENT, 386 Fourth 
Avenue, New York 46, N.Y. 


THE MAGAZINE OF MARKETING 
386 Fourth Avenue, New York 16, N.Y. 
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RETAILING, PRINCIPLES AND METHODS 
"REVISED EDITION 


By Dexsert J. Duncan, Cornell University and 
Cuartes F. President, Bates College 


For many years this outstanding book has played an important part in the education of 
students of retailing. In its current edition it has been adopted in more than 250 colleges 
and universities. This book provides a thorough understanding of the structure of retailing 
and covers the principles and methods of retailing in a comprehensive yet entirely prac- 
tical manner. Because of the growing importance of personne! problems in the field, 
special emphasis is given to selection techniques, aptitude testing and up-grading, training 
methods and devices, job evaluation, and unionization activities. From this book the 
student will gain an insight into the many problems associated with the operation of retail 
stores. Small and medium sized stores are brought into proper focus and the importance 
of co-ordinating retail store activities is emphasized. Questions and problems suitable 
for class discussion or for review purposes follow each chapter. 


758 Pages College Price $5.00 


PROCUREMENT, PRINCIPLES AND CASES 


By Howarp T. Lewis 
Graduate School of Business Administration, Harvard University 


Designed for use in undergraduate courses, this new book will not only provide the student 
with a thorough understanding of procurement, but it will also serve to stimulate his 
interest and independent thinking regarding it. This book was written from a construc- 
tive, aggressive point of view and it gives full treatment to the functions of procure- 
ment as it pertains to manufacturers engaged in private industry. As a special feature 
there are more than forty carefully co-ordinated practical cases in the book. These cases 
apply the various principles of procurement to realistic business situations. Each case 
has been thoroughly tested in the classroom for its integration and teachability. A com- 
plete Teacher’s Manual is available for use with this text. This manual contains commen- 


taries on all of the cases presented as well as many vaiuable suggestions for teaching this 
course. 


756 Pages College Price $5.00 


MARKETING BY MANUFACTURERS 


Edited by CHartes F. PHILLIPs 
President, Bates College 


The collective efforts of eleven leading marketing specialists have made this book an 
important contribution to the literature in the ficld. It presents a practical study of the 
problems involved in the marketing of manufactured goods and discusses the business and 
marketing organization needed to accomplish the marketing function. Following a general 
discussion of the marketing structure, the book covers in detail each of the major market- 
ing areas in which a manufacturer must establish policies. The book then presents a com- 
prehensive analysis of the product from its conception, through the policies for dis- 
tributive channels, pricing and selling, advertising, warehousing, and so on, until the product 
reaches the hands of the consumer. Concluding chapters deal with foreign markets and 
marketing and government relations. 


684 Pages College Price $5.00 
Send for your examination copies. 


RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 
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ADVERTISING: THEORY AND PRACTICE 


THIRD EDITION 
By Cartes H. Sanpace, University of Illinois 


This book has been adopted by more than 80 colleges and universities throughout the 
country including Boston College, Cleveland College, Indiana University, Lehigh Uni- 
versity, Syracuse University, University of California at Los Angeles, University of Colo- 
rado, University of Illinois, University of Iowa, and the University of Pittsburgh. Full 
treatment is given to both the technical phases and the social and economic aspects of 
advertising. Stress is placed upon the importance of observing public interest in advertising 
practices. Recent developments are discussed such as the use of advertising to educate the 
public concerning various social, humanitarian and economic issues. The factors common 
to both advertising and public relations are also treated. A Teacher’s Manual is available 
to adopters of the text. This manual contains a list of chapters assignments adaptable to 
courses of varying lengths and new material to supplement the text. It also contains the 
answers to the questions and problems found at the end of each chapter in the book. 

637 Pages College Price $5.00 


ADVERTISING IN OUR ECONOMY 


By Ne H. Borpen 
Graduate School of Business Administration, Harvard University 


Here is a factual and unbiased analysis of the impact of advertising on our economic 
system. This book is a condensed version of “The Economic Effects of Advertising.”- This 
condensation presents a simplified yet authentic picture of the measured results of adver- 
tising and aggressive selling on the cost, price, range of products, quality of products, and 
the consumer’s choice of products and services. Minus the voluminous array of charts, 
tavles and footnotes of the original volume, this condensed version is ideally suited for 
classroom use. Many instructors use this volume as a second required text in courses on 
Principles of Advertising. It will also serve as valuable reference material for students 
considering advertising as a career. 

310 Pages College Price $4.00 


PLANNING THE PRODUCT 


By Dupiey M. PHELPs 

University of Michigan 
In this book thorough analysis is given to the fundamental principles governing the plan- 
ning of a new product and to the improvement of an existing line of products. This analysis 
is discussed in terms of planning responsibility as well as from the standpoint of the needs 
and desires of the ultimate consumer. Recognition is also given to the importance of pre- 
testing products before they are widely distributed in the markets. Among the many sub- 
jects treated in this book are sources of product ideas, procedures used in pretesting, pro- 
cedures used in product development, marketing problems, brands and trademarks, and 
promotional methods and procedures. Up-to-date on all legislation and government regu- 
lations affecting branding, packaging and labeling, this book will serve as a text for spe- 
cialized courses on this subject or as valuable supplementary material for courses in market- 
ing, market research, and sales management. 


300 Pages College Price $4.00 
RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 
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A Client Writes Our Copy 


Text of this advertisement prepared by 


Fianley & Woodward New York City 
‘The 
«Our Barometers of Women’s 
ANGLE Opinion—polls of leadership think- 
In Public\ /Relations ing—are special studies beyond the 


usual nature of marketing research. 
The processing of the information for proper interpretation and practical use of the find- 
ings goes beyond the usual tabulation of statistics. 


These are our requirements in a tabulating firm: 
Assured accuracy and expeditious service at equitable cost... . 
Confidence in the qualifications of the liaison project super- 
WEE. 


Understanding assistance in meeting specific problems and 
objectives... . 


Close cooperation from the planning stage up to the point of 
our interpretive analysis of findings to assure obtaining 
maximum usable data... . 


Willingness to give that extra service beyond routine opera- 
tions. eee 


These also are the satisfactions we have had in working with 
Barnard, Inc.” 


Barnard, Inc. 
A completely independent organization 


93 Park Avenue New York, 16, N.Y. MU 9-6250 
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MODERN LIFE INSURANCE 


By MEHR and OSLER 


Essentially realistic and making use of the latest charts and policy forms, this 
new text presents a thorough discussion of the historical background and general 
principles of life insurance. To be published in the summer. $5.00 (probable) 


New Revised Editions ——Just Published 


ESSENTIALS OF ACCOUNTING 


By W. A. PATON 

Substantially revised, but retaining the vigorous character of the original edition, 
this book provides sound training in the translation of the raw data of accounting 
into facts significant not only for operating management of a business enter- 
prise, but also for ownership or investment. Published May 17, 1949. $5.50 


An INTRODUCTION to BUSINESS 


By MELVIN ANSHEN 


The revised edition of this textbook, which provides an excellent survey of Ameri- 
can business, reflects the impact of the war and postwar events and conditions. 
New chapters have been added dealing with business administration, agriculture, 
transportation, foreign trade and the great issues facing business today. Published 
April 12, 1949. $5.00 


MONEY and BANKING 
By PETERSON and CAWTHORNE 


In revising this text, which provides a good all-round ‘treatment of money and 
banking for the undergraduate student, the authors have reorganized the material 
and brought it completely up to date. Although emphasis is placed on the role 
of banking in changes in the money supply rather than on monetary theory, a 
balance is carefully maintained between these two approaches. Published May 19, 
1949. $5.00 


THE MACMILLAN COMPANY, 60 Fifth Avenue, New York 11 
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Just published! 


HANDBOOK OF SALES TRAINING 


By the National Society of Sales Training Executives 


Here is a new book that explains modern sales training methods and shows 
how to use them effectively. All the important problems dealing with the gen- 
eral background and specific needs of sales training are analyzed: sales problems, 
how to train, audio-visual aids, supervision, relationship to other divisions of a 
business, selection, evaluation, and follow-up. The various kinds of training— 
at the home office, on the job, and by correspondence—are fully described. 


Published 1949 415 pages 554” x 834” 


Due in July! 


LATIN-AMERICAN TRADE AND ECONOMICS 


By Paul V. Horn, New York University; and Hubert E. Bice, 
Miami University 


This new book closely examines the potentialities of Latin American trade. It 
first provides a general background with a discussion of the people, history, in- 
stitutions, climate, geography, and natural resources of Latin America. It then 
gives an analysis of the commercial factors and policies responsible for the eco- 
nomic development of the Latin-American area. The work concludes with a 
timely study of the practical aspects of exporting to and importing from 
Latin America. 


Approx. 672 pages 51/2” x 81/2" 


Due in July! 


ADVERTISING COPYWRITING 


By Philip Ward Burton, State University of lowa; Bowman Kreer, J. Walter 
Thompson Co.; and John B. Gray, Ruthrauff & Ryan, Inc. 


Designed to teach the fundamentals of copywriting to the beginner, this new 
text brings together, for the first time, all the important aspects of copywriting 
into a single book. Every topic is treated in detail—copy research, opportunities 
in the field, and the background necessary to become a copywriter. It covers 
copywriting in general and the writing of advertisements for such specific fields 
as direct mail, mail order, radio, television, retail, fashion, business papers, and 
outdoor advertising. 


Approx. 560 pages rer” 


PRENTICE-HALL, INC., ftw 
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Due in July! 


STORE ORGANIZATION AND OPERATION 


By O. Preston Robinson, University of Utah, and Norris B. Brisco, 
University of Cincinnati 


(A Revision of Retail Store Organization and Management) 


A thorough- up-to-the-minute picture of the organization and operation of both 
large and small retail stores. Every aspect of store operating procedure is cov- 
ered, stressing in particular detail: budgeting and control of expenses, retail per- 
sonnel management, store layout problems, provision and supervision of selling 
services, store packing and delivery operations, mail and telephone order han- 
dling, and store protection problems. This “how-to-do-it" book is based on 
observation of proven operational methods. 


Approx. 580 pages 55_" x 834" 


Two Standard Retailing Texts 


RETAILING, Second Edition 


By N. A. Brisco, revised by Norris B. Brisco 


Outstanding for its complete coverage and thoroughness of detail, this cele- 
brated text is revised to meet current problems. Starting with an historical 
background, the study analyzes all phases of retailing, including organization, 
buying and merchandising, salesmanship, the customer, fashion personnel, 
operation of the store, advertising and promotion. The various difficulties 
involved in accounting and other business details have been carefully presented 
in logical order. 


Published 1947 494 pages 6” x 9” 


BUYING FOR RETAIL STORES, Revised 


By John W. Wingate and Norris A. Brisco, New York University 


The revised edition shows more clearly than ever how to prepare for a buying 
career. Not limited to rules and theories, the book uses specific examples. The 
text is based on the experience of hundreds of executives of large mercantile 
establishments, with all facts carefully sifted down to teachable form. There 
are tables, forms, references, and questions and problems for each chapter. 


Published 1946 685 pages 6" x9" 


Send for your copies today! 


PRENTICE-HALL, INC., 
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The Revised Edition of 


Beckman and Engle« 


Principles and Practice 


pages, $5.00. 


sus, United States Department of Commerce. 


ment of Commerce. 


RONALD Press COMPANY 


1S East 26th New York 10. 


HE CONTINUING POPULARITY of WHOLESALING—Prin- 
ciples and Practice over the past decade gives ample evidence of 
the success the authors first achieved in this scholarly text in presenting 
the subject in the light of scientific inquiry. The present work is a 
complete reevaluation of the whole dynamic field in terms of the 
many changes in our national economy since 1937. The authors feel that 
the function of wholesaling today is of great strategic importance in bus- 
iness and industry. Those training for careers in the business community 
must have an understanding of it; thus, the aim here is to present the mod- 
ern concept of wholesaling in its full development. Information is given 
on modern techniques and methods of meeting problems of internal man- 
agement—a vital aspect of the subject today. Mechanization is presented 
as one of the important means of counteracting increasing costs, and the 
evolution of warehousing from the old storage idea to the new concept 
of contributing to the flow of goods into consumption is stressed. 752 


* THEODORE N. BECKMAN, Professor of Business Organiza- 
tion, The Ohio State University. Formerly Consulting Ex- 
pert in Charge of Wholesale Distribution, Bureau of Cen- 


NATHANAEL H. ENGLE, Professor of Economics and Busi- 
ness, and Director of Bureau of Business Research, Univer- 
sity of Washington. Formerly Assistant Director of Bureau 
of Foreign and Domestic Commerce, United States Depart- 
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CONSIDERATIONS IN THE SETTING 
OF RETAIL PRICES 


OSWALD KNAUTH 


INTRODUCTION 


HIs article describes the mechanisms 
"oad considerations involved in set- 
ting retail prices. It is addressed es- 
pecially to those economists interested 
in prices as a practical background in 
their studies. 

Retail merchandise establishments are 
so varied in character that the consider- 
ations dominant in one are of minor im- 
portance in another. They may be classi- 
fied in three groups, although there is a 
high degree of overlap. 

(1) Those dealing with the general 
public, in widely used articles. This class 
includes mail-order houses, department 
stores and chain or independent drug, 
grocery, variety, shoe, hardware and 
apparel stores. 

(2) Those dealing with the general 
public, but in a narrow set of specialized 


items. These include optical, sporting _ 


goods, and book stores. 


(3) Those dealing with a specific class 
or segment of the public. These classes 
include the rich, the debutante, the 
school girl or school boy, the baby, the 
expectant mother, the scientist, the book 
lover. 

Dealers in unique items and auction- 
eers are not included. The merchant is 
defined as one who deals in quantities of 
goods with large numbers of people. His 
prices are set in a general market, not 
individually. Accordingly, retail prices 
are administered, in the sense that they 
are set by the seller, with the only choice 
left to the purchaser of accepting or re- 
jecting. There is little place for individual 
bargaining. 

The mechanism of setting retail prices 
is different from manufacturers’ prices 
in at least two respects. First, they are 
set against an estimated demand based 
on the value in use; wher-as, short of the 
point of consumption prices are set 
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against a commercial or resale value. 
Second, retailers deal in a great variety 
of objects, so that prices are set by sub- 
ordinates, subject to policies and pres- 
sures of the higher executives; whereas 
manufacturers normally deal in rela- 
tively few items, so that the setting of 
prices is done at the top. 

Retail prices are individually of only 
slight importance, and inexplicable ir- 
regularities will constantly crop up. Due 
to the wide range of conditions under 
which retailers operate, and the generally 
high cost of distribution, individual 
prices may vary considerably. Moreover, 
prices pertain not merely to the indi- 
vidual article, but also to the services 
rendered in conjunction with the sale. 
Every store seeks a place in the com- 
munity to which its price structure must 
conform. No establishment can be all 
things to all men. 

The considerations which enter de- 
termination of asked prices are varied 
and often contradictory. Their impor- 
tance varies under different circumstan- 
ces. They will be discussed under the 
following headings: 

Competitors’ prices 

Mark-on percentage 

Turn-over and breadth of selection 

Volume of sales sought 

Mark downs 

Good will and maximum price 

Special prices and sales 

The role of numbers 

Development of any peculiar quality 

Articles having a derived demand 


Pricinc CONSIDERATIONS 
Competitors’ Prices 


Competition, in the sense of prices 
offered by other establishments, plays an 
important, but perplexingly vague, role in 
price setting. So varied are the forms of 
distribution, and so individual are the 
services rendered, that there can be no 


exactness in prices of similar articles. 
Even among the leading stores in any 
large city, there are always price varia- 
tions. Moreover, knowledge is spotty. 
Even the specialists in particular lines 
find it impossible to know the competi- 
tive situation in any exact sense. Nor- 
mally, however, the variations are of 
minor importance, and too scattered to 
affect customers. When variations are 
persistent, they are apt to reflect the 
costs of services. 

Competition is not confined to like 
concerns. All retailers overlap each other 
in their pursuit of customers. Some have 
one advantage, others another. Even a 
mail order house is affected by a neigh- 
borhood store to some minor degree. In 
some cases, other factors outweigh price 
but do not obliterate it completely. 

No retailer, large or small, can afford 
to price himself out of competition. He 
must sense the situation sufficiently to 
keep in line. If sufficiently large, he is 
aided by his own paid investigators, and 
by a small but important group of per- 
sons who love the adventure of shopping 
around. They are the voluntary guard- 
ians of the general public; when they 
pounce on irregularities, then the price 
is adjusted not only to them, but to 
everyone. (There are exceptions to this. 
Occasionally, individual refunds are not 
followed by price adjustments. ) 

Competition plays a more important 
role in stores having a general clientele 
than in specialty stores. The greater the 
uniformity among customers, the easier 
it is for the retail merchants to estimate 
accurately their demands. For they must 
keep their customers coming back. Reg- 
ularity of demand is their most precious 
asset. The degree of repeat business 
varies greatly among the different out- 
lets, so that once regular customers are 
found, they are carefully fostered. 

Even though competition be vague, it 
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is real. Prices must fall within a range 
which assures to the customer that com- 
fortable feeling of getting full value for 
his money. 


Mark-On 


Basic to all retail prices is the cost of 
the article. From this the mark-on rate 
is reckoned. Widely used, and simple of 
application, it is a flat percentage rate. 
When overhead costs are low, the ade- 
quacy of such practice is confirmed by 
experience. But the complexity intro- 
duced by other considerations forces 
modifications and exceptions to this 
method of pricing. An average mark-on 
permitting of some variation is more 
common. As the competitive situation 
becomes sharper, and overhead becomes 
more important, the effect of individual 
prices on rate of sale is studied, and a 
new level of average mark-on may be 
formulated. 

On the whole, during the years since 
1900, with the growth of retail services 
and the increase of wage rates, the aver- 
age mark-on has tended upward. This 
upward trend has been aided by the in- 
troduction of special appeals, such as 
new patterns, special packaging, new 
weaves, colors, a neat finish. All these 
constitute talking points, and they have 
a limited potency. 

The retailer watches his mark-on 
rates, both in terms of general average 
and in detail, with hawk’s eyes. If the 
average mark-on i is slipping, there will 
be a drive to bring it back to plan. Such 
a drive will center on those particular 
items which apparently can stand a 
higher price without suffering a reduc- 
tion in volume. Equally important is an 
average mark-on that appears to be 
climbing too high, especially if the rate 
of sales seems to be slackening. For suc- 
cess is due to completed sales, rather 
than to high initial mark-on. 


Turnover vs. Wide Selection 


The determination of a policy centering 
on high rate of turnover, as against com- 
pleteness of selection offered, has a pro- 
found effect on prices, for these two 
policies have opposite effects. 

The philosophy of rapid turnover de- 
pends on a ruthless weeding out of those 
articles that prove to have an insufficient 
rate of demand. Thus the expense of 
handling is reduced to a minimum. The 
corollary is that prices must be low, for 
it is this that constitutes the magnet 
which draws the purchasers. The loca- 
tion must be convenient, for customers 
should not be put to unnecessary incon- 
venience if they cannot find what they 
want. Rapid turnover sacrifices a com- 
plete selection. 

The philosophy of rapid turnover is 
successfully applied to lines where the 
normal demand centers on compara- 
tively few items, such as are handled in 
drug, grocery, apparel or variety stores. 
When these are operated as chains, ex- 
penses are further reduced, and prices 
accordingly. 

Arbitrary rules for determining the 
items carried are adopted through ex- 
perience. If a dress is shown in the win- 
dow display for three hours with say, 
less than ten sales, it is removed and 
another hung in its place. If a brand of 
jelly does not move at a rate of twenty 
per day, another brand is tried. Success 
depends on a continual round of trial and 
error, plus records sufficiently complete 
to give concrete evidence. The turnover 
philosophy attempts to mirror general 
public demand, rather than to lead it. 

On the other hand the philosophy of 
a wide selection is to create such a 
wealth of choice that the abnormal as 
well as the normal consumer will surely 
find what he wants. By this means, a 
magnet is created which draws persons 
having a particular type of desire. 
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The difficulties are twofold: First the 
' expense of storing, handling and main- 
taining such a large stock, which of 
necessity includes many articles rarely in 
demand. Second, the difficulty of dis- 
criminating between those articles which 
are practically never in demand, and 
which therefore are an encumbrance; 
and those articles which, while rarely 
wanted, prove to be exactly the right 
thing under the circumstances, and 
hence constitute the magnet which 
draws customers. 

The objective in offering a large selec- 
tion is to concentrate in oneself as much 
as possible of the demand for a certain 
type of merchandise. There is a small 
but persistent demand for articles used 
a generation ago: laces, corsets, kerosene 
lamps, red underwear. Spread thin, such 
a demand is near the vanishing point; 
but if concentrated in any one establish- 
ment it is considerable. Then there is the 
demand of people who have acquired a 
peculiar taste from life in a foreign 
country—special brands of cigars, her- 
ring or tea, or neckties, or rum. In 
tricklets, they return and return. If the 
tricklets can be channeled, they may 
form a fair sized stream. 

Analogous, but somewhat different, 
are the articles bought rarely, or once in 
a lifetime. These are more difficult to 
judge. The selection must be wide, for 
care in choosing is great. Any prospective 
purchasers wish to make sure that they 
have looked over the entire possible 
choice. No matter how attractive a small 
selection may be, unless there are a con- 
siderable number of alternatives the fear 
that something better might reward a 
further search puts a damper on closing 
the sale. The reputation for such a selec- 
tion must be built over the years, 
mainly by word of mouth. Here are 
articles that no individual seems to want, 
yet they are a part of the necessary at- 


mosphere. Once in a blue moon they fit 
exactly into somebody’s field of desire, 
and his friends ask him where in the 
world he picked that up. An Eighteenth 
Century bookcase is too large for the 
sitting room in a normal apartment. Yet 
there exist rooms into which it would fit 
perfectly. Price is unimportant, pro- 
vided it is not beyond a sufficient num- 
ber of the clientele. 

The dividing line between rarity and 
junk is narrow, so that the merchant 
embarking on this policy must be pre- 
pared to make many errors. But that he 
caters to a large potential demand is in- 
dicated by the wide interest in auction 
sales, by Gimbel’s success in selling out 
the stocks of bankrupt or defunct con- 
cerns, and by Lord and Taylor’s Going- 
going-gone shop. 

In addition to the rarity items which 
create the magnet are those items in 
normal demand, and these constitute 
the bulk of the sales. They may be priced 
slightly higher than the competitive 
items of the turnover stores; but not too 
much. When managed with acuteness, 
the resulting average should be relatively 
high, without creating an unfavorable 
impression. Success depends on a degree 
of merchandising skill considerably 
above normal. At its best, the wide- 
selection policy creates a good will that 
lasts a long time. 


Volume Increase or Stability 


The search for increased volume con- 
stitutes a pressure for lower prices. 
Throughout large-scale merchandising, 
this pressure is very great indeed. The 
normal training of the retailer, especially 
when dealing with the general public, 
tends to make him seek lower prices and 
fear any raising of prices. On the other 
hand, a merchant who deals with any 
particular class of persons, whom he can 
hold on grounds other than price, is 
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under far less pressure to name the low- 
est price estimated to cover costs. 

The importance of volume lies in the 
increased rate of profits after the break- 
even point is reached. The irregularity 
of the rate at which sales are made— 
hourly, daily, and seasonally—is such 
that a considerable increase of volume 
can normally be handled without any, 
or with a comparatively small, increase 
of expense. This is, of course, true only 
up to a certain point, after which in- 
creased sales require a reorganization on 
a generally increased scale, and hence 
the establishment of a higher break-even 
point. 

Generally, the break-even point is 
about 66 to 75 per cent of capacity, using 
the term capacity in a sense that in- 
cludes the normal variation in rate of 
sales. When capacity is really pushed, it 
means that a new ratio of slack to busy 
periods has been achieved. If the normal 
slack periods are decreased, capacity and 
profits rise spectacularly, as in recent 
years. This is accompanied by a rise in 
the break-even point, for many items of 
expense are increased in order to care 
for the crowded conditions induced by 
the increased activity. Under such cir- 
cumstances, the break-even point may 
rise to as high as 80 per cent of the 
theoretical capacity. This brings about a 
precarious balance, vulnerable to upsets 
of many kinds. Prices must be set to 
maintain volume, for any severe reduc- 
tion of volume brings an establishment 
uncomfortably close to the break-even 
point. 

A general rule of thumb is that profits 
are increased (or decreased) by 15 per 
cent of the added (or lost) sales volume. 
This approximation will vary with the 
expense of achieving the added sales. 
Should this addition occur in the course 
of normal business, then the profit might 
become a full 20 per cent of the added 


volume. But if the addition is due to a 
program of forcing, by means of large 
advertising expense, lower mark-on, or 
higher mark downs, then the increased 
profit will be a smaller percentage of the 
added sales—or even disappear. 


Mark Downs 


Mark downs are divided into two 
sharply different categories: first, those 
that serve merely as a corrective of the 
originally named administered price, 
when it is found that this price is re- 
jected by customers; and second, those 
that are an integral part of merchan- 
dising policy. 

To take the first: Prices named in ad- 
vance have no inherent sanctity, beyond 
the wisdom and experience of the per- 
sons who name them. They may prove 
to have been in error, in which case they 
must be adjusted in the light of experi- 
ence. 

The second category of mark downs 
has more positive qualities. It enters the 
merchandising policy in a number of 
different ways. It is quite a common 
practice to name original prices of 
fashion articles high in relation to costs, 
trusting to that segment of the public 
which is interested in the latest style to 
create the necessary demand. When the 
short period for which such a demand is 
effective comes to an end, the remaining 
stock is offered at much lower prices, or 
cleared at any cost, to make room for a 
succeeding novelty. 

This is the customary method of 
merchandising high-fashion ladies’ shoes 
and apparel. Take the case of a new 
evening slipper, featuring several straps. 
Its manufacturing cost may be about 
ten dollars; it may be originally priced 
at twenty dollars in October; by Decem- 
ber it will be marked down to twelve 
dollars, and in January again marked 
down to five dollars and then sold out to 
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a jobber. The average price received will 
be about fifteen dollars. In February a 
new slipper, featuring a new use of 
leather or plastic, will be found for the 
spring season; this will go through the 
same cycle. 

A favorite method of using mark 
downs is to name original prices con- 
siderably higher than normal, and later 
advertise a sale at one third or one half 
off original price. This can frequently be 
done in respect to articles whose current 
commercial value is a bit obscure. At the 
reduced price, such articles would pre- 
sumably constitute a very good value, 
and attract bargain hunters. 

Typical is the method widely practiced 
of merchandising china. A set, consisting 
of 100 pieces is marked at double its cost 
or somewhat more. It cost $40; it is 
marked for sale at $90. Once a month 
a great three-day-only, half-price sale 
is staged, involving much advertising 
and display. As much business is done 
in these three days as in all the rest of 
the month. The popular sets are all 
marked down, but a number of steadily 
but slowly selling types remain at the 
“regular” price. Owing to the milling 
around of eager purchasers a certain 
amount of these will be sold, for many 
purchasers, being in the mood, will see 
some pattern that especially attracts 
them. They want a bargain, but they 
also want what they want. No deception 
is involved, for prices are clearly marked, 
and the reductions are shown. The 
principle involved is that activity begets 
enthusiasm to purchase. The proportion 
of such regular sales will be low, perhaps 
one-fourth. The mathematical result of 
such a method will be that on the aver- 
age each hundred dollars of costs will be 
sold for about $160 to $170, which is not 
far from the cost of selling. 

Mark downs also occur when a “‘line” 
of merchandise becomes broken. To the 
merchant, it is important that he be able 


to offer a reasonably wide selection of 
colors in a textile, or of patterns in rugs 
or china or glass or dresses. Lacking 
certain types of dishes in a set of china, 
or sizes in a style of shoe, or a selection 
of patterns, the individual items cease to 
be an assortment of merchandise, and 
become odd items. If the line is to be dis- 
continued, the remainders must be 
cleared in order to make room for the 
succeeding line. The individual piece, to 
the customer who happens to want it, is 
as good as ever and he secures a bargain. 
To the merchant, the price obtained is 
of relatively small importance, for to 
him the article has become a nuisance. 

The spectacular nature of using mark 
downs as a part of the price system has 
its disadvantages. Changing prices is 
confusing to customers, and leads to dis- 
satisfaction when a higher price was 
paid then would have been necessary a 
few days later. Indeed, so keen is this 
feeling that stores often find it necessary 
to refund the difference—either with or 
without specific complaints from the 
customers. There have been instances of 
stores mailing a check which covers the 
difference between the regular and mark 
down to all customers who have made a 
recent purchase—say in the two or three 
days prior to the sale. Or else clerks may 
be instructed to inform interested cus- 
tomers that a sale will take place in the 
near future, and they can close the trans- 
action immediately as of that date. 

In addition, there is the temptation— 
even the necessity—of marking initial 
prices higher than normal, and thus 
violating the policy of being competi- 
tively right. 

The use of mark downs as a corrective 
of errors is a sounder merchandising 
policy. It leads to initial prices which are 
correct, and to a business based on regu- 
larity rather than hullabaloo. This is a 
more economical procedure. However, 
there are times when the necessity of at- 
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taining a volume of sales sufficient to 
break even overrides all other con- 
siderations. 


Good Will and Maximum Price 


To the merchant, good will is of para- 
mount importance. It ensures the busi- 
ness of the morrow. The more naturally 
his customers turn to him for their needs, 
the more secure is his position. Ideally, 
then, he strives to name prices at less 
than the maximum the customer would 
be willing to pay. A disgruntled customer 
is a greater liability than lack of profit. 
When this consideration is applied to a 
system of uniform prices to everyone, it 
constitutes a terrific pressure for lower 
prices. 

“Treat every customer as if he wet 
your father spending his last dollar” was 
a maxim drilled into sales clerks by the 
late Benjamin Altman. 

It is generally accepted as poor policy 
to charge what the traffic will bear. 
Whenever an article is priced higher than 
eye-value would seem to justify, the re- 
tailer is at pains to explain that the fault 
is not his, but the high price of the man- 
ufacturer. Indeed, he may often shade 
his mark on in order to avoid criticism. 

“Policy mark downs” are generally 
used for this purpose. These are normally 
ordered from above, for they are made 
in spite of the narrow merchandise con- 
ceptions of the price-naming executive, 
in order to conserve good will. Needless 
to say, this is a hazy concept, and policy 
mark downs are uncommon. Neverthe- 
less, they are used from time to time. 
Maximum price is less important than a 
happy customer—and far less important 
than the avoidance of a disgruntled cus- 
tomer. A retail merchant is judged, and 
he knows that he is judged, not for his 
excellence but on the basis of his blun- 
ders. 

The retailer’s training is to adopt a 
policy of pricing articles for what he 


thinks he can afford to sell them, rather 
than what he can get. It there is a rise 
in wholesale prices, retail prices will lag, 
until new goods are bought at higher 
prices. The retailer will normally leave 
his old prices on such articles as were 
bought previously; or he may bridge the 
gap by attempting to average prices. 


Special Prices and Forced Sales 


A considerable body of prices are 
named outside of normal market con- 
sideration. Of these the most important 
are special sales and so-called loss 
leaders. 

Special sales are an important item in 
the business of many stores. They often 
arise from an irregularity in manufac- 
turing, but they are also created by 
merchants for the sake of attracting a 
crowd and increasing volume. The crea- 
tion of a novelty—change of styles or 
patterns, something different, even 
though that difference be minuscule—is 
a fetish of a large part of consumers, 
which is reflected by suppliers. This 
means that from time to time, generally 
at the end of a season, manufacturers 
find themselves with a certain quantity 
of articles which they have decided to 
discard from their planned selection of 
stocks. These articles no longer belong 
in their regular stocks. It is necessary to 
clear the decks for the next novelty. 
Hence, they are offered at prices low 
enough to attract bargain hunters. Fre- 
quently, they are slightly off color, or 
have some minor defect; more often they 
are perfectly sound. Prices are named 
which will ensure their immediate sale. 

Descriptions are difficult and inade- 
quate in newspapers and pamphlets; low 
price is the‘main reliance for bringing in 
the crowd. Hence, general familiarity 
with the quality of the articles is a great 
advantage. Store-wide sales events are 
- a common practice. The wider the offer- 
ing, the greater the response. So monthly, 
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or semi-annually, store-wide events are 
arranged. Markets are scoured for odd 
lots. If the public responds, it arrives in 
a bargain-hunting mood, and many 
articles not advertised are sold. The 
merchant counts on such induced sales 
as part of the whole. Such events are 
normal in cities serving a considerable 
surrounding territory, from which dis- 
tant customers are drawn in the expecta- 
tion of finding enough bargains to war- 
rant a special trip to the city. A success- 
ful event of this kind will often result in 
a day’s sale of as much as seven to ten 
times the normal rate. 

Costs play only a minor part in such 
sales. They are impossible to estimate in 
any satisfactory way. Advertising is 
heavy—running to as much as Io or 12 
per cent of expected total sales. Extra 
sales clerks, wrappers and delivery men 
must be employed and given some modi- 
cum of training. On the other hand, stor- 
age expenses are eliminated, and over- 
head in general is but slightly increased. 
Losses and irregularities are swallowed 
up by the enormous volume of sales. The 
worst feature from the merchant’s point 
of view is that special sales do not build 
up the daily sales which are the back- 
bone of his business. 

Individual sales must be sufficiently 
important to attract a crowd, and must 
tell their story through price. The 
naming of this price is thus an important 
and delicate task, often entailing lengthy 
consideration. For example, in one case a 
retailer was able to purchase hosiery, 
having a normal market value of $2.00 
per pair, for about 65 cents a pair, and 
offered it at $1.00. A mere handful of 
customers responded. Why? Reasons 
were searched; the values were unques- 
tioned, the advertising forceful, the day 
fair. But the price of $1.00 suggested 
just that value, as this is a normal price 
for medium grade hosiery. Two weeks 


later, the same goods were advertised at 
$1.14, which suggested higher value, 
with an enormous response. 

The “loss leader” policy consists of 
selecting a well-known, widely ad- 
vertised and trade marked item, and 
offering it for sale at less than cost. Thus, 
customers are attracted within the doors, 
in the hope that they will make other 
purchases in addition to the featured 
article. The disruptive element is that 
the article selected is one having a well- 
known market value, and that the 
planned sales campaign of the manu- 
facturer is thereby upset by the retailer. 
Worse than that, other retailers, not 
wishing to sell at a loss and desirous of 
not appearing high priced, take the 
article off sale and offer a competitor’s 
product filling a similar need. 

From this extreme, the policy of of- 
fering leaders grades down to offering 
selected articles at lower-than-normal- 
mark-on, possibly not covering the 
primary cost of selling. But the irregu- 
larities of merchandising markets often 
force retailers to sell particular items at 
lower than normal mark on, even though 
no come-hither policy is involved. Hence 
the difficulty of defining loss leader 
policy, and the resultant price-mainten- 
ance law. The rigidity of price mainten- 
ance is almost as indefensible as is the 
disruptiveness of the loss leader policy; 
but there seems to be no compromise 
between the two extremes, in respect to 
articles which are directly merchandised 
by manufacturers, rather than by re- 
tailers. 

Many merchants make a practice of 
selecting some line or class of articles and 
offering them at particularly low prices. 
The theory is that such a practice brings 
customers who also buy other articles. 
Such a policy was formalized by Filene’s 
in their so-called BBB—Best Buy in 
Boston—offerings. It is said that Siegel 
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Cooper & Co. deliberately conducted 
certain of its departments at a loss, for 
the same purpose. Unfortunately, in the 
latter case, customers did not suffi- 
ciently respond to expectations, and the 
selected departments grew to such an 
extent that other profits were unable to 
sustain them. 

From an operating point of view, the 
low mark-on rate is possible because the 
sale is considered added business, thus 
carrying no appreciable overhead. It 
does carry high advertising and display 
cost which, however, should be consider- 
ably less than overhead. In addition, 
through the attraction of a crowd, there 
should be some addition to the regular 
volume. 

An irregular volume of business is 
always more expensive to handle than a 
regular volume. Hence, sales are concen- 
trated so far as possible in the dull 
months. An odd development of this has 
taken place in furniture distribution. 
Early spring and midsummer were al- 
most dead periods, so the idea is credited 
to John Wanamaker of installing great, 
special semi-annual events, at particu- 
larly low prices. The response was 
astonishing, and led to the general adop- 
tion of these events throughout the 
trade. Finally, they became an institu- 
tion, recognized by industry and by the 
public, so that today these formerly dull 
months are the busiest. 

Pricing practice varies in respect to 
these sales. Some stores offer a flat per 
cent under the previous marked price on 
every article of furniture. Others make 
special purchases, and cull out the less 
desirable articles in their own stock, to 
create low-priced offerings. They then 
leave the remainder of their selection at 
normal price. From a merchandising 
point of view, the latter is the sounder 
method. By and large, sales events as a 
regular policy are poor merchandising. 


When confined to the clearance of odd 
lots, they fill a necessary place. But they 
do not contribute to regularity, of either 
customers or rates of demand. And they 
lend themselves to sharp practices, 
which in the long run are harmful. 
The policy in regard to special sale 
events varies widely among different 
retail establishments. Some stores thrive 
on it and have a continuous succession of 
special offerings. Such a procession is 
possible because these stores become 
known as receptive buyers from man- 
ufacturers of almost anything—at a 
price. They achieve a priority in the in- 
spection of bargains, and if they are 
shrewd they choose the best. Crowds 
have a dynamic quality which is lost in 
the sedateness of regularity. They min- 
imize the importance of minor faults and 
losses. On the other hand, some stores 
are not organized for large and irregular 
crowds and could not physically handle 
them. Too great a strain on the physical 
limits reflects itself in financial loss. A 
compromise between these extremes is a 
limitation of special sales to those items 
which are not regularly carried in stock 
and which therefore cannot harm the 
general position of the establishment. 
Certain specialty furniture stores fol- 
low an analogous policy. They adver- 
tise a particularly low price for a stand- 
ard article, and then penalize any sales- 
man who sells it. The theory is that he 
should be smart enough to transfer the 
customer’s desire to something else. Or 
they may blandly announce that their 
stock is already disposed of, but that 
they have an even better article, etc., 
etc. It is doubtful if any instance can be 
shown where a large establishment has 
been built on this policy, but it still has 
a certain appeal. Of course, the distinc- 
tion between a price that is an actual loss 
and one that only partially covers cost 
of selling is a nebulous one, and the 
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policy of setting a comparatively low 
price on some articles for the purpose of 
attraction is quite general. 


Numbers 


Pure numbers enter into price setting, 
and some numbers are better than others. 
Generally, there is a concentration 
around multiples of five, though in 
higher prices that advantage tends to 
dissappear. Thus, 5-10-25 cents find 
more ready acceptance than 4—6-g-1I- 
23-24 and 26 cents. Newspaper prices 
generally jump from 3 to 5 cents. Few 
are named at 4 cents. For a dinner, 85 or 
go cents are better prices than 80 or 95 
cents. Prices such as 50 cents for a pair 
of socks, $2.00 for a shirt, $3.00 or $4.00 
for a pair of shoes, result from demand 
considerations more than from manu- 
facturing cost. These points at which 
prices click are in the realm of the occult. 
They often do not make sense, yet they 
exist. 

Odd prices are greatly in vogue, on the 
theory that prices just under a round 
number suggest to the customer a 
saving. Hence Ig cents, 49 cents, 98 
cents, $4.95 and $9.95, even running up 
to $99.75. Such prices were first named in 
order to suggest a saving and later be- 
came woven into the pattern of custom. 
Inexpensive dresses are uniformly priced 
in this way. Experiments have indicated, 
however, though they have not proven, 
that a price just under a round number 
fails to have any effect on the rate of 
sale. Customers do not distinguish 
materially between $4.95 and $5.00, and 
$4.95 does not suggest $4.00. It is true 
that purchasers’ thinking revolves about 
round numbers, but in order that the 
next lower round number be suggested 
a good deal greater saving than a few 
cents is needed. Quite the contrary 
would be nearer the facts. The round 
number is still dominant, even though 


the price be a few per cent above. Thus 
$1.04 is still one round dollar, or $10.50 
is still ten dollars. 

There are rare occasions when a high 
price is better than a low price. It is as- 
suredly true that an outstandingly low 
price connotes inferiority. The extreme 
example is the difficulty encountered in 
offering a perfectly good ten-dollar gold 
piece for a dollar. There are no takers. 

The experiment has been tried of con- 
centrating only on super-values. Klein’s 
on 14th Street do this. They make a 
practice of purchasing odd lots of dresses 
and wearing apparel at ridiculously low 
prices, and adding a low mark on. 
By concentrating on this, they have 
achieved a reputation for offering ex- 
ceptional values. But the customer must 
be smart enough to recognize the ex- 
ceptional in contrast to the ordinary. 
Generally, however, this policy is a fail- 
ure. Broken stocks give no assurance 
that individual wants will be filled. It is 
only in a city having as large a pros- 
pective clientele as New York that 
enough people can be found who are real 
bargain hunters to make the total vol- 
ume sufficient to carry the overhead. 

A similar policy attempted in Syracuse 
failed, even though it was conducted 
under the best auspices. Macy’s opened 
a small shop, and limited its offering to 
a selection of the best values in their 
New York store. But people did not re- 
spond. They connected Macy’s with 
large selections, and suspected that this 
was an outlet for merchandising failures. 
After a year, the experiment was given 
up. 

Accustomed standards run deep. 
Those who have always paid $2.00 for a 
shirt will not pay $3.00, even though the 
shirt will demonstrably wear twice as 
long. The $20 suit buyer will not pay 
$30. It is beyond his range, and that 
settles that. On the other hand, he wants 
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as good a suit as possible for $20, and not 
an almost as good one for $15. 


Development of Any One Peculiar Quality 


It is a common policy to develop some 
outstanding feature which shall dis- 
tinguish the institution from its com- 
petitors. Indeed, such a practice is neces- 
sary for prolonged survival. Lord and 
Taylor is known for its fashions, Macy’s 
for its low prices, Marshall Field for its 
wide selection, Altman’s for its silks, 
Saks for its smartness, Best’s for its 
young women’s apparel, Sears Roebuck 
for its hardware. Specialty stores de- 
velop varying qualities, such as service, 
taste, exclusiveness, local convenience, 
courtesy—each within a limited sphere 
of competition. 

To support the expenses of the con- 
cern, there must be a sufficiently large 
clientele which appreciates the particular 
feature. As long as public demands re- 
main as varied as they have been in the 
past, no single store will ever attain any- 
thing approaching monopoly, except on 
a very small scale. The qualities which 
make it desirable for some are repellent 
to others. And the development of one 
featured quality hampers the develop- 
ment of others. In a large establishment, 
courtesy and distinctiveness are difficult 
to maintain, if not mutually exclusive. 
In a small establishment, breadth of 
selection and low prices are impossible. 
No distributor can be all things to all 
men. 

Any approach to monopoly can only 
be attained in a small city or town, 
where the demand for any item is just 
sufficient to support one establishment. 
In the larger communities the best that 
can be attained is a certain degree of 
advantageous reputation. So close is the 
margin of competition that any attempt 
to capitalize this advantage is quickly . 
followed by a loss of customers. 


Articles Having a Derived Value 


When spare parts for replacement 
play a large part of total sales, a peculiar 
situation of pricing arises. A harvesting 
machine, an automobile, a sewing ma- 
chine, an electric icebox, are examples of 
products which are in fact assemblies of 
replaceable component parts. Analogous 
are Kodaks and films to fit, safety ra- 
zors and blades, stoves and gas drums, 
sets of china and individual pieces. 
The whole creates the demand for the 
part. 

Hence, the price of a part has little if 
any relation to its cost, or to the demand 
for the part. Without the part, the whole 
is useless, and the restored value of the 
whole is entirely disproportionate to any 
conceivable price of the part. 

Such parts are in two classes: those 
that are of a general nature, and those 
that are specific. In the first class are 
washers, screws, bolts, buttons, shoe 
strings, which are generally distributed 
and currently used for all kinds of re- 
placement and repair. In the second 
class are those articles made to fit a 
particular situation. The range of such 
replacement is wide. It varies from the 
right size tire or the correct spark plug 
for each make of automobile to such 
particular parts as are needed to repair 
a sewing machine or the blade that alone 
fits the safety razor holder. 

Broad latitude for the adoption of 
pricing policies is possible in the latter 
cases. In some cases, as in automobiles, 
a wide availability of parts at reasonable 
prices enhances the value of the whole. 
On the other hand, parts may be priced 
at a high level, for they are entirely 
necessary. Typical are the parts needed 
for a marine engine, the refills of foun- 
tain pens, the worn sections of machine 
tools, the fittings for sailboats, the re- 
placements for harvesting machines. 

All articles having a derived demand 
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have this in common: the extent of de- 
mand is limited by the quantity of the 
entire articles in existence. And the de- 
mand when it exists is very pressing. An 
automobile without four tires is useless, 
and its use is precarious unless there is a 
spare. But beyond this point, the de- 
mand for tires drops precipitately—it 
even approaches non-existence at any 
price. 

One further complication enters in. 
The distribution of these subsidiary 
parts is an expensive matter, possible 
only when the demand is concentrated 
enough to warrant the maintenance of a 
considerable stock. The trouble of pro- 
curing is often more costly than the pur- 
chase price. In this welter of opposing 
forces there are wide ranges of policies 
possible, and many loopholes for very 
high prices. 


ConcLupinc REMARKS 


The retailer is under steady compul- 
sion to make sales. He cannot afford to 


convert his store into a museum. Only 
from sales can he pay his expenses and 
make a profit. Prices must, therefore, be 
set at a point where customers will pur- 
chase. There is no simple formula. As the 
objectives, policies, and situations of in- 
dividual retailers vary, so will the pres- 
sure of the above considerations bring 
about different prices. The sheer ability 
of retailers also varies widely, and with 
it their acuteness in naming prices that 
will induce purchase and bring both 
profit and good will. 

The manufacturer normally makes 
comparatively few articles. His interest 
is concentrated in the promotion, sales, 
and prices of these few articles. The re- 
tailer deals in a wide variety of articles, 
and is dependent on none. He can vary 
his lines, his products and his prices as 
his interests dictate. The public is free 
to go where it will. From this hodge 
podge of forces and policies and irregu- 
larities emerge the retail prices asked and 
paid. 
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ADVERTISING RATIOS PLANNED BY 
LARGE-SCALE ADVERTISERS 


ROY W. JASTRAM 
University of California, Berkeley 


HE purpose of this paper is to in- 
the planned ratio of ad- 
vertising outlay to sales revenue as it 
relates to the product-classification of 
the advertising firm and to the absolute 
size of its advertising expenditure. The 
study is confined to large-scale adver- 
tisers of nationally distributed products. 
The questions to be addressed are these: 


(a) Is there a significant difference in 
the ratio of outlay to sales as among 
various product-classifications, and if 
so, what are the product-classifica- 
tions which differ in this regard? 

(b) Is there a systematic relationship 
between the ratio of outlay to sales 
and the size of the advertising outlay; 
is the ratio to sales an increasing or 
decreasing function of the scale of 
advertising? 


The ex ante ratio between advertising 
outlay and sales revenue has been se- 
lected for analysis because it appears to 
be the most acceptable single criterion 
of the extent to which individual firms 
plan to utilize advertising as a selling 
force. The ultimate purpose of all selling 


1 The data upon which this study rests were obtained 
by the writer from the Association of National Adver- 
tisers. The Association of National Advertisers is a 
service organization which numbers among its mem- 
bers many of the large-scale advertisers in the United 
States. The data to be discussed were submitted by the 
membership as confidential. The writer is under agree- 
ment to preserve the anonymity of the individual firms. 
In compliance with this agreement, data will be pre- 
sented only in summary groupings 

It should be added, to the credit of ANA in its rela- 
tions with its members, that the original data were 
turned over to the writer with the individual firm repre- 
sented by code number only. It has thus been possible 
to collate information firm by firm without, however, * 
having ANA violate the confidence of its members. 


tactics is the creation of profit. Adver- 
tising expenditure represents the diver- 
sion of a part of current revenues to the 
generation of further revenue. The pro- 
portion of revenues thus diverted may 
therefore be used as a measure of the ex- 
tent to which various firms rely upon ad- 
vertising in their selling efforts. It is a 
better measure than absolute outlay, 
since it takes into account, firm by firm, 
the varying size of the revenue stream 
from which the advertising expenditure 
is drawn. 


RELATIONSHIP BETWEEN THE AD- 
VERTISING RATIO AND PRODUCT . 
CLASSIFICATION 


The firms included in this study have 
been classified according as they are ad- 


vertisers of consumers goods or producers . 


goods (i.e., consumer advertisers or in- 
dustrial advertisers) and, within the 
former group, according to whether they 
are advertisers of durable or non-durable 


products. The sub-groups included with- | 


in each of these product-classifications 
are given in an appendix. By means of 
the analysis of variance it is proposed to 
investigate the variation between prod- 
uct-classifications of the average ratio 
to sales planned by individual firms.? 
Each year designated in this analysis i is 
the one for which the planned ratio to 

2 For the methods and terminology used, see G. W. 
Snedecor, Statistical Methods (Ames, 1940), pp. 179- 
246. The present analyses of variance must necessarily 
rest on the assumption that various product-classifica- 
tions are represented in the annual samples i in the same 
proportions as they exist in the universe of interest, 
within the limits of sampling fluctuations. No data are 


available to weight the classifications according to these 
proportions in the event the assumption is not true. 
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sales was stated by the firm; the plans 
were held contemporaneously by the 
firms in December of the preceding year. 


Consumer Goods Compared with Indus- 
trial Goods. 


The first division of the firms is ac- 
cording to whether they are consumer 
advertisers or industrial advertisers. The 
essential statistics for the analysis of var- 
iance between these two groups are pre- 
sented in Table I. The calculations are 
summarized in this table for each of the 


1 per cent level of significance is sub- 
stantially exceeded in each case. For 
1939 the F-Ratio fails by an appreciable 
margin to reach the five per cent level of 
significance, and must be deemed in- 
dicative of a non-significant difference 
between the plans of the two groups for 
that year. The combined weight of evi- 
dence, however, points to a significant 
difference between consumer and _ in- 
dustrial advertisers in this connection, 
and it will be concluded tentatively that 
the two broad categories of advertisers 


Tasie I.—ANALysis oF VARIANCE OF RATIO TO SALES BETWEEN CONSUMER AND INDUSTRIAL 
ADVERTISERS (EX ANTE) 


Year Degrees of Freedom Variance F-Ratio Level of Significance 
Total Between Within Between Within 1 Per Cent 5 Per Cent 
1930 336 I 335 574.0 76.9 7°5 6.7 3-9 
1933 186 I 185 3022.2 105.5 28.6 6.8 — 
1935 193 I 192 1438.9 164.3 8.8 6.8 — 
1939 89 I 88 465.4 210.2 2.3 6.9 3-9 


Source: Confidential data submitted by the firms. 


years for which ex ante statistics on 
ratios to sales are available.* 

For each of the three years 1930, 1933, 
and 1935 there appears to be a highly 
significant difference between consumer 
and industrial advertisers with regard to 
their average ex ante ratio to sales.‘ The 


3 The writer is deeply obliged to the Bureau of Busi- 
ness and Economic Research of the University of Cali- 
fornia, Berkeley, for computational aid in the course of 
this study. 

4 The test of the statistical significance of a difference 
observed in samples (e.g., the difference between two 
averages, as here) proceeds by computing the probabil- 
ity that this observed difference could have occurred 
solely by chance, i.e., on the hypothesis that there is no 
real difference in the underlying data. If the computed 
probability is low it is inferred that a real difference ex- 
ists (a significant sample difference); if the computed 
probability is high the observed difference is attributed 
to chance, and accepted as compatible with the hypoth- 
esis of no difference in the underlying data (a non- 
significant sample difference). In the phrases “1 per 
cent level of significance” and “5 per cent level of sig- 
nificance” the figures refer to the probability of the ob- 


are distinct with respect to the ratio to 
sales which they plan for their adver- 
tising outlay. This conclusion will not 
surprise any student of advertising. 


Durable and Non-Durable 
Goods 


The next division of firms is within the 
consumer goods classification and ac- 
cording to whether they are advertisers 
of durable or non-durable products. The 
calculations of the analysis of variance 
between these two groups are set forth 
in Table II. 

For each of the three years 1930, 1935 
and 1939 there appears to be a sig- 
nificant difference between advertisers 
of durable and of non-durable consumers 
goods with respect to the average ratio 


Consumer 


served difference occurring by chance alone. The smaller 
the figure the higher the level of significance. 


\ 
4 
beg 
+8 
» 
| 
Bee 
4 
a 
a 
é 
4 
% 
| ; 
4 


THE FOURNAL OF MARKETING 


Taste II.—Ana.ysis oF VARIANCE OF RATIO TO SALES BETWEEN ADVERTISERS OF DURABLE AND OF 
Non-Durasie Consumers Goons (Ex ANTE) 


Year Degrees of Freedom Variance F-Ratio Level of Signif. 
Total Between Within Between Within 1 Per Cent 5 Per Cent 

1930 245 I 244 596.0 65.9 9.0 6.8 

1933 108 I 107 545.5 168.5 3.2 6.9 3-9 

1935 135 I 134 1384.6 194.1 7.1 6.8 —_ 

1939 71 I 70 1179.1 206.9 2 7.0 4.0 


Source: Confidential data submitted by the firms. 


which they planned between advertising 
outlay and sales revenue. In each year 
the 5 per cent level of significance is ex- 
ceeded, and in the first two the 1 per 
cent level is surpassed. The anomalous 
year in this analysis is 1933, for which 
the F-Ratio approaches, but does not 
reach, the 5 per cent level of significance. 
Again, however, the combined evidence 
may be taken to point to a significant 
difference between the two groups re- 
presented. It will be concluded tenta- 
tively that plans of large-scaie adver- 
tisers in the durable and non-durable 
consumers fields are distinct with regard 
to the average ratio between outlay and 
sales. 

This conclusion suggests an interesting 
question with regard to the nature of the 
difference found earlier between the 
broad categories of consumer and in- 
dustrial advertisers. As was mentioned 
at that point, a difference in ratio to 
sales might have been expected between 


the two groups as a matter of general 
observation and a knowledge of the 
diverse distributive channels employed 
by each. But now that a significant dif- 
ference apparently has been found be- 
tween two sub-divisions of the consumer 
field, the question arises as to whether 
the broad distinction between consumer 
and industrial advertisers is valid, or 
whether the latter difference is made to 
appear significant through the influence 
of non-durables alone. 


Consumer Durables Compared with Pro- 
ducer Goods. 


To attempt an answer to this question 
the difference in ratio to sales between 
consumer durables and producers goods 
is investigated. The calculations of the 
analysis of variance between groups of 
firms thus divided are presented in 
Table III. 

In each of the years 1930, 1935 and 
1939 there is a non-significant difference 


Taste IJ].—AnaAtysis oF VARIANCE OF Ratio TO SALES BETWEEN ADVERTISERS OF DURABLE 
Consumers Goons AND INDUSTRIAL ADVERTISERS (EX ANTE) 


Year Degrees of Freedom Variance F-Ratio Level of Signif. 
Total Between Within Between Within 1 PerCent 5 Per Cent 
1930 209 I 208 91.5 $1.9 1.8 6.8 3-9 
1933 114 I 113 635.5 33-7 18.8 6.9 ys 
1935 105 I 104 69.7 89.8 ° (non-significant) 
1939 42 I 41 2 179.0 . (non-significant) 


Source: Confidential data submitted by firms. 


* Variance within groups is greater than variance between groups. 
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in the average ratio to sales as between 
producers goods and durable goods in 
the consumer category. Again 1933 re- 
presents the exception. For that year 
there appears to be a highly significant 
difference between consumer durables 
and producers goods which, it should be 
noted from Table II, corresponds to a 
non-significant difference between con- 
sumer durables and non-durables. On 
the whole, the data underlying Table 
III offer no compelling reason for be- 
lieving in general that a significant dif- 
ference exists between durable con- 


three years the difference is highly sig- 
nificant statistically, since the 1 per cent 
level of significance is substantially ex- 
ceeded. It therefore will be concluded 
that advertisers of consumers non-dur- 
ables and industrial advertisers are dis- 
tinct groups with regard to the average 
percentage of revenue which they plan 
to devote to the advertising of their 
products. 


Conclusions Regarding Product Groups 


The conclusions arising from the pre- 
ceding analyses can now be summarized. 


Tasie IV.—ANALysIs OF VARIANCE OF RATIO TO SALES BETWEEN ADVERTISERS OF Non-DuRABLE 
Consumers Goons AND INDuSTRIAL ADVERTISERS (EX ANTE) 


Year Degrees of Freedom Variance F-Ratio Level of Signif. 
Total Between Within Between Within 1 Per Cent 5 Per Cent 
1930 217 I 216 1047.7 108.2 9-7 6.8 - 
1933 149 I 148 3564.1 107.6 33.1 6.8 _— 
1935 145 I 144 2411.5 174.2 14.4 6.8 _ 
1939 64 I 63 970.7 203.2 4.8 7.0 4.0 


Source: Confidential data submitted by firms. 


sumers goods and producers goods with 
respect to the percentage of revenues 
planned for advertising. At the most it 
is suggested that a significant difference 
in this regard is a depression phenom- 
enon. 


Non-Durable Consumer Goods Compared 
with Producers Goods 


What remains to be investigated is the 
difference between non-durable con- 
sumer goods and producers goods with 
regard to the advertising ratio. In Table 
IV the essential calculations for an 


analysis of variance bearing upon this © 


point are laid out. 

In every one of the four years for 
which data are available there is a sig- 
nificant difference between non-durable 
goods and producers goods with respect 
to the ratio in question. For the first 


With regard to the planned ratio of ad- 
vertising outlay to sales revenue: 


I. consumer advertisers as a group 
differ from industrial advertisers; 
but, 

2. among consumer advertisers there 
is a significant difference according 
as they advertise and sell durable 
or non-durable goods; whereas, 

3. there appears to be no difference 
between industrial advertisers and 
advertisers of consumers durables; 
however, 

4. there is a difference between ad- 
vertisers of non-durable consumers 
goods and industrial advertisers; so 
that, 

5. the difference between consumer 
advertisers, as a group, and in- 
dustrial advertisers is due to the 
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influence of non-durables in the 
former category. 


The average ratios to sales for the 
product-classifications to which the 
above conclusions refer are as follows: 


TaBLe V.—AVERAGE PERCENTAGE RELATIONSHIP OF 
ADVERTISING OuTLay TO SALES (EX ANTE) 


1930 1933" 1935 1939% 
consumer non-durable 8.8 12.0 12.7 13.2 
industrial an. 24: 


Source: Confidential data submitted by firms. 


* It will be recalled that 1933 was contrary to the 
other years in two respects: there was a non-significant 
difference between durable and non-durable consumer 
goods, and there was a significant difference between 
consumer durables and producers goods. The former 
aberration was presumably due to the substantial rise 
of the mean percentage for consumer durables toward 
the level of non-durables, and the latter aberration due 
to the marked reduction in the mean percentage for 
industrials which took place concomitantly. 

+ The analysis of Table I showed that only for 1939 
was there a non-significant difference between consumer 
durables and non-durables combined, and industrial 
goods. Presumably this was because consumer durables 
lay so close to industrials in that year that the influence 
of a very high ratio for non-durables still was not suffi- 
cient to raise the whole consumer category to a mean 
ratio for which a significant difference would appear. 


The implications of the foregoing con- 
clusions appear to be that the broad 
category of consumer advertisers is not 
homogenous as regards the reliance upon 
advertising as a selling factor. On the 
basis of the criterion of the proportion of 
revenues diverted to advertising, three, 
rather than two, categories of advertisers 
should be recognized as distinct in this 
respect. If a simple dichotomy were to be 
preserved in discussions of the degree of 
utilization of advertising by large firms, 
it would be far more reasonable to lump 
advertisers of consumer durables with 
industrial advertisers rather than to 
continue the common practice of treat- 
ing consumer advertisers as a group in 
contrast with industrial advertisers. The 
most acceptable procedure, however, 


would appear to be the separation of the 
three product-classifications for pur- 
poses of such discussions. For though 
the difference between industrials and 
consumers durables is statistically sig- 
nificant in but one year, the latter con- 
sistently show a higher average ratio to 
sales. Further, there are non-statistical 
grounds for keeping industrial adver- 
tisers and advertisers of consumer dur- 
ables distinct for purposes of discussion, 
as will be indicated presently. 

In view of the findings above, it is 
worth speculating why the average ratio 
to sales represented by advertising out- 
lay is so much higher for the advertising 
of consumer non-durables as compared 
with durables; and why there is so little 
difference between the latter and pro- 
ducers goods as to appear statistically 
non-significant in most of the years 
under review. 

The reason may very well lie in the 
descending order of efficacy of adver- 
tising in the promotion of goods in the 
three different categories, and in the 
recognition by management that such is 
the case. Should it be recognized that 
advertising is most effective in inducing 
sales of consumer non-durables, much 
less effective in influencing purchases oi 
consumer durables, and least effective in 
promoting producers goods, it should 
follow that the proportionate diversion 
of revenues to advertising would be in 
the same order as among the three 
product-classifications. 

An acceptable argument can be made 
for a relatively low order of advertising 
effectiveness in the case of producers 
goods. The purchasers are engaged in 
the fabrication or conversion of the 
goods they buy into final products to be 
sold for profit. For two reasons adver- 
tising appeals are likely to fall muted on 
their ears. First, consideration of pur- 
chase price is dominate for buyers in this 
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group. They are successful, other things 
equal, to the extent that they can buy 
cheaply the producers goods they re- 
quire and sell dear the products which 
they turn out. They are, of course, con- 
cerned with the quality of their pur- 
chases, but assured of that, their motive 
is entirely pecuniary. Second, they have 
the technical means of knowing the 
quality and physical characteristics of 
what they buy. Buyers of producers 
goods either can order to specification or 
determine the significant properties of 
the goods in their own research depart- 
ments. It is their business to know as 
much about these goods as the firms 
which sell them. The power of advertis- 
ing to sway decision of purchase in this 
field is understandably low. 

In the product-class of consumer dur- 
ables the matter is quite different. 
Potential buyers to whom advertising is 
addressed are likely to be ignorant of the 
technical aspects of the products to the 
degree that they cannot fully evaluate 
on their own the virtues and short- 
comings of each. They are conscious of 
the importance of these, however, be- 
cause of the high unit price and the long 
periods over which they expect to be 
able to use their purchases. With quality 
important, and the nature of it little 
understood, it is to be expected that ad- 
vertising is more influential on purchases 
in this field than in the case of producers 
goods. But the high unit prices typically 
associated with durable consumer goods 
may represent a factor mitigating the 
effectiveness of advertising alone in pro- 
ducing sales. The sizeable outlay in- 
volved leads potential buyers to con- 
sider rather carefully the type of durable 
goods to purchase and the particular 
brand to acquire. Probably the principal 
function of advertising in this field is 
limited to inducing the buyer to examine 
the individual product advertised in the 


course of choosing among alternative 
purchases.® Advertising may gain a hear- 
ing for the product and may affect favor- 
ably the buyer’s evaluation of particular 
features which it incorporates. It is sub- 
mitted, however, that advertising ap- 
peals are seldom decisive in the purchase 
of consumer durables, and that for this 
reason advertising a! ne is likely to be 
less effective than in the case of con- 
sumer non-durables. 

It is in the product-classification of 
non-durable consumer goods that the 
greatest effectiveness of advertising 
might be expected. Here there is no rea- 
son to expect that potential buyers are 
any better equipped to judge the in- 
trinsic merits of the various brands than 
in the case of consumer durables. Fur- 
ther, unit prices typically are lower for 
non-durables; and, of course, the life of 
the item purchased is much shorter. 
Mistaken purchases are of much less 
consequence to buyers in this field, with 
the result that individual purchases are 
not so carefully considered. Unconscious 
motivations of various sorts may in- 
fluence and even guide the purchaser in 
these circumstances, and the impressions 
and brand associations built up by ad- 
vertising could be expected to pay off in 
very good measure. 

The foregoing remarks are by way of 
hypotheses concerning the reasons for a 
descending order of effectiveness of ad- 
vertising in the three categories of non- 
durable consumer goods, durable con- 
sumer goods, and producers goods. It is 
not demonstrable that the hypotheses 
are correct. The statistical findings re- 
garding the advertising ratio, however, 


5 A prevalent division among consumer goods in the 
literature on marketing is between “shopping” goods 
and “convenience” goods. Shopping goods are pre- 
dominantly consumer durables. The present point is 
that the advertising of shopping goods is limited in its 
effect mainly to seeing to it that brands advertised are 
included on the shopping itinerary of potential buyers. 
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stand on their own, whatever the under- 
lying reasons for their origin. 


RELATIONSHIP BETWEEN THE AD- 
VERTISING RATIO AND THE SIZE 
oF ADVERTISING EXPENDITURE 


A point frequently raised in discus- 
sions of advertising is whether large ex- 
penditures are accompanied by large 
sales revenues to an extent sufficient to 
cause the advertising ratio to decline as 
the size of the advertising outlay is in- 
creased. Data available for this study 
can be marshalled to afford some evi- 
dence on this point, at least as regards 
planned ratios in large-scale advertising. 


Group 1: Under $50,000 

Group 2: From $50,000 to $150,000 
Group 3: From $150,000 to $300,000 
Group 4: From $300,000 to $500,000 
Group 5: From $500,000 to $1,000,000 
Group 6: From $1,000,000 to $2,500,000 
Group 7: Over $2,500,000 


For 1934 the size-groups were the 
same except that there were six, the last 
reading “‘over $1,000,000.” 

The planned advertising ratios re- 
ported by the firms were classified ac- 
cording to these size-groups and an 
analysis of variance was performed. The 


essential calculations of this analysis are 
presented in Table VI. 


Taste VI.—Ana ysis or VARIANCE OF Ratio To Sates (Ex ANTE) AMONG 
Size-Groups oF ADVERTISING OUTLAY 


Year Degrees of Freedom Variance F-Ratio Level of Signif. 
Total Between Within Between Within 1 Per Cent 5 Per Cent 
1933 179 6 173 328.2 109.5 3.0 2.9 _ 
1935 204 5 199 392.1 91.3 4-3 3.1 = 
1939 g! 6 85 218.7 87.6 2.5 3.0 2.2 


Source: Confidential data submitted by firms. 


In three of the years for which data 
were utilized in the preceding section, 
the firms involved reported their total 
outlay for advertising according to speci- 
fied intervals of size. Whereas the ad- 
vertising ratios are ex ante in the present 
discussion, the total expenditures are 
those realized for the preceding year. 
Thus the two variables are not precisely 
co-ordinate in point of time; but the 
order of magnitude of the advertising 
outlay is all that is desired, and this per- 
haps is well enough indicated by the 
total expenditure for the year just 
closed. 

For 1932 and 1938 the reporting firms 
classified themselves among the follow- 
ing groups according to the total ad-, 
vertising outlay. 


It is immediately apparent from Table 
VI that there is a significant difference 
among size-groups of advertising outlay 
with regard to the advertising ratio ex- 
pected in each. For 1933 and 1935 this 
difference can be considered highly sig- 
nificant statistically, since the 1 per cent 
level of significance is exceeded. For 1939 
the 5 per cent level is surpassed, so that 
the evidence is uniformly in favor of the 
conclusion stated. 

The average advertising ratios by 
size-groups are given in Table VII. 

The impression gained from Table 
VII is that if the advertising ratio and 
total advertising outlay are systemat- 
ically related at all it is likely to be in 
the form of a positive association. If any- 
thing, there is a tendency for the average 
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Taste VII.—Averace PercentaGe RELATIONSHIP 
or ADVERTISING OuTLAY TO SALES (EX ANTE) 


1933 1935 7939 


Group 1 4.1 3.8 8.8 
Group 2 5-7 5-9 7-5 
Group 3 11.3 8.9 6.2 
Group 4 10.5 10.0 6.4 
Group 5 9-4 14.7 15.7 
Group 6 6.0 11.4 10.9 
Group 7 13.2 ” 5.5 


Source: Confidential data submitted by firms. 

* Group 6 includes all firms spending over $1,000,000 
in 1934; group 7 was separately reported for 1932 and 
1938 only. 


advertising ratio to rise as the size of the 
advertising expenditure increases. There 
is certainly no consistent tendency for it 
to fall. This is an observation contrary 
to the opinion held by many practition- 
ers of advertising, and in any case would 
bear further examination. 

It was a conclusion of the preceding 
section that the advertising ratio for 
non-durable consumer goods was sig- 
nificantly greater than the advertising 
ratio for durable consumer goods and 
producers goods, respectively. Although 
the advertising ratio and advertising 
outlay may be positively associated for 
large-scale advertisers as a group, the 
reason for this may be that the adver- 
tisers of non-durable consumer goods are 


also the larger advertisers as measured 
by total outlay. To investigate further 
the relationship between the advertising 
ratio and size of expenditure the prod- 
uct-classifications of the firms can be 
taken into account. This is done in 
Table VIII, which sets forth the calcu- 
lations of the analysis of variance with 
firms cross-classified according to prod- 
uct-classification and size of advertising 
outlay. 

It is clear from Table VIII that there 
is no significant difference in the ad- 
vertising ratio among size-groups of ad- 
vertising outlay when product-classi- 
fications are taken into account. In 
every year for which data are available 
the variance according to size, alone, 
falls short of the 5 per cent level of sig- 
nificance. In other words, within each of 
the three product-classifications there is 
no significant tendency for the adver- 
tising ratio to differ at various levels of 
total advertising outlay. The results of 
Table VII must be due to an association 
between the type of product advertised 
and the total expenditure for advertising 
purposes. 

The delineation among _product- 
classifications with regard to the ad- 
vertising ratio stands out with particular 
clarity when, as in Table VIII, the size 
of advertising outlay is jointly taken into 


Taste VIII. ANAtysis oF VARIANCE OF Ratio TO SALES (Ex ANTE) AMonc Propuct-CLASSsIFICATIONS 
AND S1zE-Groups oF ADVERTISING OUTLAY 


Year Degrees of Freedom Variance F-Ratios Level of Significance 
ize ize pore. ize ize uc 


ance 


1% 5% 1% 5% 


1933 6 2 4307.22 18057.99 
1935 5 2 Io 1903.55 32481.80 
1939 6 2 12 1895.94 10441.91 


1971.20 2.18 9.16 5.06 3.11 6.93 — 
2543.98 12.76 (non-sig.) 7.56 — 
1330.86 1.42 7.84 5.06 3.11 6.93 — 


Source: Confidential data submitted by firms. 
* Discrepance exceeds variance among size-groups. 
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account. In each of the years the vari- Consumer durable goods 

ance among the three product-classifica- Automobiles (passenger) 

tions is highly significant statistically, Automotive accessories 

being well in excess of the 1 per cent Automobile tires and tubes 

level of significance. It may be concluded Hardware 

with confidence that the planned ad- = Heating, air conditioning and cooking 
vertising ratio is definitely related to the equipment — 

type of product advertised, but there is House furnishings 

no evidence that it is associated with | Household electrical appliances 

the size of advertising expenditure on a Leather goods 


- Paints, varnishes, etc. 
particular type of product. Silverware, clocks and jewelry 


APPENDIX Sporting goods 


Propuct CLASSIFICATIONS 


Producers’ goods 
Consumer non-durable goods Agricultural equipment 
Beer and liquor Automotive equipment 
Beverages (soft and carbonated) Building and construction materials and 
Tobacco equipment 
Boots and shoes Chemicals 
Clothing, men’s Electrical equipment 
Clothing, women’s Fuels, industrial 
Other wearing apparel Machinery and supplies (not elsewhere 
Textiles included) 
Foods (other than meat and drinks) Metals and minerals 
Meats Office equipment 
Coffee, tea, cocoa, etc. Paper products, industrial 
Groceries (excluding food-stuffs) Rubber, industrial 
Drugs and toilet articles Shipbuilding 
Drug sundries Transportation equipment (other than 
Proprietary medicines automotive) 


Petroleum products (excluding industrials) Trucks and busses 
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SELECTION AND TRAINING OF COMMERCIAL 
RESEARCH ANALYSTS 


M. DAL GHENT 
Carnegie-Illinois Steel Corporation 


VERYBODY having responsibility in a 

business is looking for profits— 
constantly! The place of commercial re- 
search in this picture is to do nothing else 
but help organize the search and keep on 
looking until the profits materialize. 

Viewed from this angle, the idea may 
not be so startling that a successful 
marketing analyst actually represents 
the time the chief sales executives do not 
have to plan for profits. 

Conversely, if the time sales managers 
have for planning can be supplemented 
profitably through the employment of a 
marketing analyst, the company should 
then look for the proper type of man to 
do the job and determine the qualifica- 
tions and training needed to make both 
the man and the venture a success. 

This concept of a marketing analyst 
offers in itself a definition from which 
may be inferred many of the qualities to 
be sought, and leaves to be covered only 
the points of how to find him and train 
him. 

A Problem for Management 


The management problem of hiring a 
well-qualified analyst should ordinarily 
present no unusual difficulties. But the 
marketing research profession is com- 
paratively young, and the ground rules 
for selection and development, as well as 
the questions of day-to-day assignments 
and extent of responsibility are often 
very vague. 

In some companies, hiring market 
analysts or a manager of commercial re- 
search may sink to the low level of, 
“Let’s get a fellow to run around and 
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get the facts.” Invariably, in such cases, 
“facts” means “figures”; the commercial 
research idea is only a statistical job; 
and the line executives expect to do any 
analytical work required. 

It is not intended to challenge these 
companies as being mistaken in their 
requirements; the simple fact is that the 
job title is incorrect. 

The term “analyst” may vary in 
meaning from company to company, 
from a single individual who performs a 
marketing research function on part 
time, to the manager of a large division. 
In the larger organizations it definitely 
covers those staff assistants to whom the 
commercial research manager must dele- 
gate most of the work. In the marketing 
department these men are most similar 
to planning engineers or industrial en- 
gineers. They may be called the manage- 
ment engineers of selling. 

The number of such analysts employed 
will also vary according to the particular 
company problem. In theory, the num- 
ber required may be directly related to: 


1. The volume of commercial prob- 
lems susceptible to only temporary 
solution by immediate executive 
action, and 

2. The amount of time which may be 
spent on these problems by line 
sales officers more profitably than 
if the same time were spent in direct 
sales work. 


No two companies are likely to come 
up with identical answers to either of 
these questions, hence the need for ana- 
lysts varies. 
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_ A Fob Requirement Concept 


The qualifications to be sought in these 
analysts, and the objectives of their 
training, must in every case be specifi- 
cally aimed at the degree of responsibility 
and performance expected. 

It is not necessary, however, to con- 
sider the particular requirements of any 
individual company in order to develop 
the general principles involved. Assum- 
ing that the job requirements for analysts 
are stated in the highest degree, actual 
cases can be measured against this con- 
cept to any extent applicable. 

From an ideal point of view, if the 
analyst assigned to a particular problem 
is substituting for the sales executives’ 
time, the intelligence and experience he 
brings to the problem should be repre- 
sentative of the best planning ability 
that can be found among the line execu- 
tives. His knowledge of, or experience in 
direct selling can seldom be as great as 
the line sales managers’, but his ability 
to relate theory, fact and opinion, to 
define and answer commercial problems 
clearly and profitably, cannot be much 
less than the best—f it is he will not be 
given very many problems. The analyst 
is often called upon to perform the ex- 
tremely difficult task of uniting the 
water of theory with the oil of practical 
experience to form an effective lubricant 
for a commercial operation. 

Having stated this ideal concept, we 
must leave it at once, for if we were to 
enumerate all of the qualifications that 
could be expected on a completely ideal 
basis, the job requirement might sound 
like a specification for the chairman of 
the board, or the president. 

It is easy enough to say that the 
analyst must: 1. have good judgment, 
better than average imagination, and 
thorough training in logic and reasoning; 


2. be able to write and speak well; 3.. 


maintain good relationships with co- 


workers and others; 4. know sales meth- 
ods and practices; and 5. not be confused 
by production methods, purchasing prac- 
tices, accounting, finance, engineering, 
law, statistics, psychology—even, in 
some cases, chemistry, physics, electron- 
ics, or Other subjects. 

All of these things can rarely be found 
in a highly developed state in a single 
individual who might be available for 
market research work, but this fact does 
not relieve us of searching for the best 
available combination for initial selection 
and aiming both individual and collec- 
tive training programs at further develop- 
ment along these lines. 

The job candidate must therefore be 
examined for these qualities, and evi- 
dence sought demonstrating potential 
capacity for growth in them as well as 
actual past performance. If hired, his 
progress must be carefully fostered and 
watched. If he reaches a stage beyond 
which he appears incapable of further 
development, he may be dangerously 
close to becoming of questionable value 
as an analyst. 

It shouid be obvious from the fore- 
going that anyone primarily interested 
in another field, who has grown and 
progressed in that field, should not at- 
tempt to switch over to commercial re- 
search work out of mere curiosity—it 
would cost too much in both effort and 
financial sacrifice. 


Finding Candidates 


Establishing a commercial research 
division, or expanding the analytical 
capacity of a currently operating divi- 
sion, usually means a difficult selection 
job. Companies with well organized and 
trained commercial research units face 
the same problem, but only as vacancies 
develop. If the training program has 
been maintained currently and is ade- 
quate in scope, promotions will be in 
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order to fill such vacancies. 

In any case, if outside talent must be 
hired the question arises, where are po- 
tential analysts to be found? Broadly, 
there are only three possible sources: 


1. Analysts already trained in the 
work, having direct experience and 
a performance record in other or- 
ganizations. 

2. Potential analysts who have worked 
in a related field, in other divisions 
within the company or in other 
companies; who have made some 
progress in that field, but have not 
yet reached a top position. 

3. Young men with little or no experi- 
ence, who offer promise of respond- 
ing to training and development. 


Each of these sources has certain ad- 
vantages and possible penalties. Let’s 
look at each source, in the above order: 

1. In the first category, the price will 
be high, if the man is worth his salt in 
his present job. Against this must be 
balanced the relatively smaller training 
costs, and the chances of securing more 
immediate results. 

For a top position the requirements 
are high enough so that the field of search 
is limited. If no one can be found who 
might exactly fit the requirements, some 
compromise must be made—but the ex- 
tent of the compromise must not be so 
great as to prejudice seriously the 
chances of success. If it does, the only 
thing to do is wait until a suitable candi- 
date can be found or trained. 

Selection of men with direct experi- 
ence is not, of course, limited to top 
positions. Candidates for intermediate 
positions may be found who have worked 
in similar departments elsewhere; who 
have received basic training. 

Care must be taken that there are 
logical reasons for their making a change. 
If the men have high potentialities, 


why is it not apparent to their present 
employers? Here, as in other fields, the 
danger is encountered that we may hire 
someone else’s failure. Also, care must be 
exercised to avoid “floaters,” or people 
who may reveal company business to 
competitors, either during the time of 
their employment or through leaving to 
take a job with such competitors. 
Through professional associations it is 
usually possible to check them thor- 
oughly before hiring, and such ordinary 
caution helps to avoid any serious mis- 
take of this kind. 

2. The second choice offers possibili- 
ties of securing men at lower cost, who 
are anxious to prove themselves in this 
field. Under a competent manager and a 
proven training program, reasonably 
good, mature candidates can be devel- 
oped into top-notch commercial research 
analysts in as little time as from three 
months to one or two years. Without 
such direction and training opportunity, 
only the “‘near genius” type may be ex- 
pected to succeed. 

Selection of personnel without direct 
experience, but having related experience 
in another field, again calls for examina- 
tion of the reasons why a change is 
desired. 

3. Hiring a recent college graduate asa 
commercial research manager would in- 
volve the same risks as taking on a 
young law student as general counsel, 
engineering baccalaureate as chief engi- 
neer, or financial school graduate as 
comptroller. The essential element of 
judgment rarely is found in the average 
man just out of college, and must be de- 
veloped, mainly through painstaking 
trial and error under competent direction. 

In addition to the necessary specialized 
training for more mature candidates, 
much more time is required for younger 
men—time to acquire business experi- 
ence and “seasoning.” In general, hiring 
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recent college graduates for training in 
commercial research can be very profit- 
able for companies having sufficient pa- 
tience, a good manager and an excellent 
training program. 


Training and Development—How and 
Why 


To personnel people there are techni- 
cal differences between “training” and 
“development.” Basically, “training” 
consists of bringing a candidate to pro- 
ficiency on an assigned job, while “de- 
velopment” is a process designed to 
qualify a man for a higher job. For ex- 
ample, the training needed for a bit- 
player to walk on the stage once and 
say, ““Dinner is served, madame,” obvi- 
ously differs from the development 
process by which that player becomes 
another Drew, Barrymore, or Evans. 

Our concern here is to define the under- 
lying principles which should eventually 
produce a top-notch analyst. 

In this process it is often possible to 
distinguish training from development, 
especially with reference to general in- 
doctrination courses. But this is not al- 
ways possible. For example, it is desira- 
ble that a top analyst have experience in 
more than one product or one type of 
market. Each time his assignment or job 
is changed he must go through some 
training, whether formally or not, in the 
new field. 

With due apologies, therefore, to per- 
sonnel experts who have made extensive 
studies of both training and develop- 
ment techniques, the statement of our 
underlying principles in brief form re- 
quires interchangeable use of the words 
“training” and ““development.” 

These principles must be considered 
from four aspects: 1. Individual develop- 
ment, 2. Group development, 3. Off-the- 
job training, 4. On-the-job training. 

The first item involves continuous 


measurement, by both the trainee and 
the management, of the difference be- 
tween his present abilities and those re- 
quired to ensure a top job of commercial 
research. 

The second approach deals with 
broadening the field of judgment and 
knowledge of a group of analysts, and is 
accomplished through group courses or 
seminars in selected topics, and through 
outside contact with others in the com- 
mercial research field, usually through 
professional associations. 

Third, the company must expect to 
devote some time of the trainee to be- 
coming familiar with the company’s 
products, equipment, organization and 
personnel. While this could be gained 
without a training program over many 
years of working, neither the employee 
nor the company should wait that long. 

Last and most important comes the 
question of adequate and knowledgeable 
supervision, charged with responsibility 
for constantly testing the trainee’s stage 
of development through actual assign- 
ments of work somewhat in excess of 
known abilities, to draw out and develop 
the knowledge poured in by other train- 
ing and experience. 

Thus far we have avoided mention of 
the part played by colleges and profes- 
sional schools in providing fundamental 
education needed. Obviously they are a 
primary source of basic training. Com- 
pany training programs may well avoid 
costly duplication through offering 
nothing that a trainee can learn in his 
own time by taking courses at estab- 
lished schools. 

A college degree is required by many 
companies before hiring in any trainee 
capacity, but there are always excep- 
tions. Getting to the top without a degree 
may mean extra hardships and intensive 
self-education, but it has been done and 
no doubt will continue to happen. 
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“Must” Qualifications 


Very generally, we may sum up the 
basic requirements for analytical work in 
the commercial field as: 

1. Within the area of the company’s 
qualified judgment, the candidate must 
be more readily adaptable to the work 
of analyzing commercial problems than 
to other types of work. In addition, he 
must want to do this kind of work in 
preference to other fields. 

2. His thought processes must show 
evidence of an open mind, ability to 
think straight, appreciation of standard- 
ized ideas, combined with the ability to 
go beyond accepted thought patterns for 
new ideas, an insatiable, practically- 
developed curiosity about the workings 
of commercial transactions, and willing- 
ness to accept or reject so-called ‘“‘au- 
thority” in relation to the worth of the 
evidence supporting such “authority.” 

3. He must be able to express his con- 
sidered opinions well, both orally in 
conference and in written reports; clearly 
stating (in simple English) the problem, 
method of solution, conclusions and 
qualifications—all well organized and in 
brief space. 

4. In addition to putting across his 
own ideas, he must be able to work in 
harmony with his associates, other sales 
divisions (both managers and subordi- 
nates), other company divisions, cus- 
tomer organizations, trade associations, 
government agencies, colleges, etc. 

This requires sales ability and the 
ability to appreciate and evaluate the 
opinions of others. 

5. He must be able to withstand frus- 
tration. He should invite criticism of his 
conclusions and attack on the methods 
used. Even after painstaking pre-test- 
ing, executive knowledge or decisions 
which could not be made known to him 
may void his recommendations, some- 
times for periods of several years; and 


at other times make changes in the whole 
study necessary. 

Our discussion of the subject has been 
centered on the management problem 
involved in selecting and training an- 
alysts. At this point, the prospective 
analyst himself might well ask, “If I’m 
such a problem, and the difficulties in 
my path are so great, what do I get out 
of it? You say I’ll be lucky if anybody 
listens to me if I-do get a good idea. 
Why should I get into this field?” 

The difficulties in reaching the top are 
no greater than in other fields. There 
are simply fewer in-between positions 
available, for two very good reasons: 


1. Relative lack of routine, repetitive 
detail work. 

2. “Half analyzed” solutions are of 
little or no value. The management 
has aright to expect more profitable 
solutions to assigned commercial 
problems than could have been pro- 
vided without the analyst. There- 
fore, the analyst must be available 
to perform at a high level or be 
considered as being in a training 
status at some lower level. 


For these reasons, top quality perform- 
ance brings fast recognition, and medi- 
ocre performance is easily spotted. 

The opportunity to work with high 
calibre executives on day-to-day and 
longer range commercial problems, and 
the nearly complete absence of boredom 
are perhaps the principal attractions of 
the work, other than strictly financial 
considerations. At the very least the 
work can be pleasant and interesting— 
and some analysts have been known to 
“oraduate” into top management itself. 
As the field becomes more highly de- 
veloped commercial research training 
and experience, in addition to line work, 
may become a direct requirement for 
properly rounded executive training. 
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PRICE POLICY OF THE CHALLENGE CREAM & 
BUTTER ASSOCIATION: II 


KENNETH D. NADEN 
University of California, Los Angeles 


Eprror’s Note: This is the second of a two-part article 
on the price policy of a large distributive cooperative con- 
cern. 


HE results of a price policy are deter- 

mined by the strength of the instru- 
ments of quasi-monopoly used to sup- 
port it. No objective measure of the 
strength or extent of monopoly power 
held by a firm or industry exists because 
such measures depend upon obtaining 
the accurate demand and cost curves of 
a priori economic theory. However, these 
curves are considered practically ‘“‘non- 
ascertainable,”!® and the multidimen- 
sional concept of monopoly is such that 
attempts to compress all aspects into a 
single figure would not be meaningful. 
Hence, we turn to an examination of the 
institutional and technological factors 
which determine the market structure for 
given products and firms. 

The price policy of a firm affects and 
is affected by the structure of compe- 
tition. Success of a price policy for dairy 
products means attaining a level of prices 
or other advantages, not attainable in 
the absence of such a policy. Alteration 
of the structure of competition toward 
the monopoly form is the objective of a 
policy of non-price competition. There 
are forces in every market increasing the 
extent of competition and others in- 
creasing the extent of monopoly. These 
opposing forces determine the structure 
of competition and are the major factors 
determining the success or failure of the 


10 Joe S. Bain, “Price and Production Policies,” from 
A Survey of Contemporary Economics, edited by Howard 
S. Ellis (Philadelphia: Blakiston Press, 1948), pp. 
158-59. 


price policy of a firm. How these forces 
are arrayed and meet is different for each 
dairy product in California markets. 


Factors AFFECTING SUCCESS OF 
THE CHALLENGE Price Po.icy 


The following section attempts to 
point out the significant factors affecting 
the structure of competition in California 
dairy markets and to demonstrate the 
relationship between these factors and 
the price results obtained by the Chal- 
lenge Cream & Butter Association. 

Public Regulation—The Young and 
Desmond Acts were the original authori- 
zation for setting fluid milk prices to 
farmers, and at the retail level in Cali- 
fornia." Since 1937, the first year both 
these laws were operative, total sales of 
fluid products by Challenge have in- 
creased from about 2 million pounds of 


1 The Young Act, passed in 1935, authorized a 
market milk administrator to license distributors, to 
establish milk marketing areas, and to set minimum 
prices to producers of market milk in each of these 
area in the state. The administrator is directed by law 
to take account of (1) the cost of producing milk, (2) the 
additional costs of producing market milk over the cost 
of producing manufacturing milk, (3) prices being paid 
at condenseries for milk for manufacturing purposes, 
and (4) the relation of amounts produced to those con- 
sumed, in setting the minimum prices in each area. The 
Desmond Act, passed in 1937, authorized the same ad- 
ministrator to set minimum wholesale and retail prices 
for market milk in the same marketing areas. The pri- 
mary consideration in setting dealer margins is the cost 
of operation of the “supply line dealer.” This dealer is 
the one whose normal plant capacity, plus that of the 
lower cost dealers in the market, equals the quantity be- 
ing consumed in the marketing area. These Acts are 
now incorporated in Chapter 13, Division IV of the 
Agricultural Code of the State of California, (1947). 


For details, see J. M. Tinley, Public Regulation of Milk 


Marketing in California (University of California Press, 
1938). 
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milk fat annually to over 14 million 
pounds in 1947. This marks a change in 
importance of these products in the 
firm’s business from 8. 8 per cent of total 
sales to 33.3 per cent of its total sales in 
the same years. This shift has been due 
primarily to the increase in demand for 
fluid products; this in turn was due 
largely to the increase in population in 
California. 

The public milk control regulation 
used in California makes retail prices of 
fluid milk perfectly uniform for all dis- 
tributors. The Agricultural Code sets the 
minimum fat content of fluid milk and 
the Milk Control Board calculates dealer 
costs and margins upon that basis. The 
Code also sets rigid minimum require- 
ments concerning bacterial count, bot- 
tling, capping, labeling, etc. As a result, 
fluid milk sold by most dealers is re- 
markably uniform. 

The instruments of firm price policy 
discussed in a preceding article, which 
would normally have price raising as an 
objective,” now are used to attempt to 
increase the share of total sales of fluid 
_ milk held by each firm. This is the typical 
. stabilized situation found in many in- 
dustries where production is dominated 
by a few large firms, where prices are 
relatively inflexible, and where there is 
little variation in the products carrying 
different brand names. 

Attempts to increase the share of fluid 
milk sales held by each firm are limited 
to advertising, individual sales efforts to 
secure restaurant and store outlets, and 
the offering of a full line of dairy prod- 
ucts for sale. Opportunities for physical 
product differentiation are limited to 
increases in fat content over the mini- 
mum for each product ordered by the 
State. Other characteristics of quality in 


12 Efforts along this line now must be accomplished 
through the Milk Administrator and the public hear- 
ings preceding any price change. 


milk are quite uniform among all brands 
as mentioned above. However, fat con- 
tent is being used by certain chain stores 
as the only basis for passing cost reduc- 
tions along to consumers." There can be 
no doubt that one of the effects of State 
resale price fixing for fluid milk is to en- 
large the areas of non-price competition 
by forcing price competitors to use it. 
This type of regulation is a valuable 
auxiliary to firms using non-price compe- 
tition as normal policy. The Challenge 
Cream & Butter Association is one of 
these, along with most of the other 
proprietary and cooperative firms in the 
field. Most of the California fluid milk 
markets have an oligopoly organization. 
That is, there are few sellers in most 
markets. A high proportion of total sales 
are made by several large firms, and the 
remainder by small firms and producer- 
distributors. These large firms are anxious 
to conform to the prevailing standards of 
business ethics with regard to pricing by 
maintaining stable and uniform selling 
prices. Competition then seeks to main- 
tain or enlarge the share of the market 


held by each. 


18 In 1947, Ralph’s Grocery Company and Safeway 
Stores, Inc., in Los Angeles, began selling fluid milk 
testing 3.8 per cent fat. Practically all other firms offer 
milk testing 3.5 per cent fat (based on tests made by 
the Los Angeles Board of Health). Normally, the chain 
stores would offer a standard quality bottle of milk at 
lower than the ordinary price according to the econ- 
omies of distribution available. At the Bureau of Milk 
Control hearings throughout California in February 
1948, Safeway Stores, Inc., requested that the minimum 
wholesale and minimum retail price of milk be reduced 
one cent per quart in Los Angeles, three and one half 
cents per quart in the Alameda (East-Bay) Area, and 
three cents per quart in San Francisco. (See “Statement 
of Facts Made on Behalf of Safeway Stores, Inc., and 
the Lucerne Milk Company to the Bureau of Milk 
Control of the California State Department of Agri- 
culture,” on February 4, February 6, and February 9, 
1948). These calculations were for costs based on 3.5 
per cent milk. This indicates that an area for price re- 
ductions existed for this firm in each of these markets. 
Since the requests were denied, the firm is using quality 
competition and advertising as the outlet ‘or economies 
of distribution. 
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TABLE 5. CHALLENGE Cream & Butter Association: Fiurp Mixx Sates Outiets, Date 
EsTABLISHED, AND Propucts HanpDLeD at Eacu 


June 30, 1948 
Location Remarks 

1. Los Angeles 1929 Acquired milk plant owned by the Los Angeles Mutual 
Dairymen. Used for A.B.C. 

2. Oakland 1939 Acquired milk plant. Used for A.B. 

3. San Diego 1946 Acquired milk plant. Used for A.B.C. 

4. San Bernardino 1947 Began using this branch for distribution of milk and ice 
cream processed in Los Angeles. Used for A. since 1940. 

5. Fresno 1947 Acquired milk plant. Used for A.B.C. 

6. Stockton & Modesto 1947 Began distribution of milk processed in Berkeley. ai 

7. Berkeley 1947 Constructed new market milk plant to replace Oakland 
plant. Used for A.B. 

8. San Jose 1948 Began using this branch for distribution of milk proc- 


essed in Berkeley. Used for A.B. 


A. Distribution of manufactured dairy products. 
B. Distribution of market milk and market cream, 
C. Distribution of ice cream. 


Source of Data: Records of Challenge Cream & Butter Association. 


It is probable that since 1929, when 
Challenge entered the fluid milk field, 
the share of all California fluid milk 
sales held by this firm has increased. 
This cannot be proved because state- 
wide sales figures are available for only a 
few years. There is no question about the 
firm’s growth, however, and growth has 
come about primarily through buying 
plants and businesses in certain cities 
through enlarging and rebuilding of 
plants in others. Evidence of this is pre- 
sented in Table s. 

Challenge is interested in maintaining 
or increasing its share of sales in indi- 
vidual city markets as well as of the state 
as a whole. The Bureau of Milk Control 
data on total fluid milk consumption for 
Los Angeles are shown in Table 6. When 
these are compared with Challenge sales 
for the same years, we see the proportion, 


of the total held by Challenge has re- 


Taste 6. Saves or Crass I II Dairy Propucrts* 1n 
THE Los ANGELES MARKETING AREA BY ALL 
DisTriBuTORS, AND BY CHALLENGE Cream & 

Butrer AssociaTION 


(Sales figures in terms of 1,000 quarts of 
3-5 per cent milk) 


Per cent 
y, Total Challenge Challenge 
ail Sales Sales Sales are of 
Total 
1940 387 ,803 29,412 7-6 
1941 421,819 29,987 
1942 457,405 32,376 7-1 
1943 507,075 44,713 8.8 
1944 547,699 45,510 8.3 
1945 587,325 50,298 8.6 
1946 666 ,662 §2,501 7-9 
1947 674,175 49,704 


* Converted to a milk equivalent basis. 

Source of Data: “Estimated consumption of milk and 
cream (milk equivalent),” California and selected 
marketing areas, for presentation to the Dairy Advisory 
Board, Fresno, California, February 18, 1948, by John 
Marshall, Jr., Bureau of Milk Control, State Depart- 
ment of Agriculture, Sacramento and Records of the 
Challenge Cream & Butter Association. 
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mained approximately the same. The 
overall effect of public regulation of fluid 
milk prices then is to support and 
strengthen the price policy of the non- 
chain store firms in the market. 

Vertical Integration—The Challenge 
Cream & Butter Association has inte- 
grated vertically by combining country 
production and processing with city 
wholesaling. This degree of integration 
has not changed during the firm’s history 
except for a short period during the war 
when some products were sold retail by 
home delivery. Large volumes of all 
dairy products can probably be disposed 
of more efficiently at the wholesale than 
at the retail level. 

Vertical integration is more useful to 
the firm in support of its price policy 
than as a cost reducing device. This is 
because such organization eliminates only 
buying or procurement expenses and 
does not affect the amount of selling ex- 
penses or the size of retail margins. Verti- 
cal integration supports the price policy 
in the following respects: 

a) Collaboration with retailers is ef- 
fected through the money-back guaran- 
tee, dealer help program, prompt service, 
the furnishing of equipment and services 
at cost, and through assisting instead of 
competing with them. 

b) Advertising is more effectively ac- 
complished through presence of the 
firm’s delivery trucks on city streets, 
prominent display in stores, etc. 

c) Control of quality of products is 
better maintained through proper rota- 
tion and storage of supplies, and better 
packaging, at the wholesale level. 

d) Better use of sales personnel is 
permitted by establishing direct contact 
between the buyer and seller. 

Nationwide Markets—The presence 
of a national geographic price structure 
for butter and cheese severely limits the 


success of Challenge’s price policy for 
these products. The major factors pro- 
ducing such a price structure are the 
fact that areas of surplus production are 
separated temporally and spatially from 
the eastern or western deficit consump- 
tion areas and the relatively low trans- 
portation charges and the low degree of 
product perishability permit trade to 
take place. As a result of the above con- 
ditions, the Chicago wholesale butter 
price is generally regarded as the bar- 
ometer for prices of dairy products 
throughout the country.“ It is, at the 
same time, the most nearly pure compet- 
itive price of any in the dairy industry. 

The Challenge Cream & Butter Asso- 
ciation started as a producing and dis- 
tributing agency for butter only. It 
entered the Los Angeles market in 1911 
and due to its wide membership of 
creameries in California was by 1930 re- 
ceiving 26 per cent of all the butter 
produced in the State. In 1921 its first 
cheese-producing cooperative joined and 
its membership expanded rapidly there- 
after to include Swiss and cheddar cheese 
plants in Idaho, Wyoming, and Oregon. 

As a result of these developments, 
Challenge has grown to occupy a domi- 
nant position in the butter and aged 
cheese businesses in the State. The vary- 
ing percentages of total receipts of butter 
and cheese at San Francisco and Los 


4 Decentralization of markets for agricultural prod- 
ucts has reduced the quantity passing through large 
terminal markets. Only a small proportion of the butter 
handled in Chicago passes through the Exchange. Al- 
most all of it is handled on a basis of negotiated dif- 
ferentials from the Exchange price for both purchases 
and sales. This has caused considerable dissatisfaction 
with the Exchange price. One result is the abandonment 
of the Chicago butter price as part of a formula for 
pricing fluid milk in the Boston Area under the Federal 
Marketing Agreement program. For a discussion of the 
significance of decentralization, see G. S. Shepherd, 
“Decentralization in Agricultural Marketing—Causes 
and Consequences,” JournaL or Marketi, Vol. VI, 
No. 4 (April 1942), pp. 341-348. 


a 


= T 
A 
‘ 
n 
4 
ia 
t 
4 
| 


THE JOURNAL OF MARKETING 


31 


Angeles handled by Challenge were 
shown previously in Table 4. 

Since control of supply or shipments 
are among the most potent weapons of 
price maintenance, it would appear that 
Challenge might use them to gain a 
monopolistic advantage for its members. 
However, in order for control of supply 
to be effective, the amount of a goods 
produced or put on the market must be 
varied in accordance with the quantity 
taken at given prices. Such variation 
necessitates the ability to release vari- 
able factors of production at will, or 
alternatively, the presence of a non- 
competing market for the quantity pro- 
duced but not shippea. Neither of these 
opportunities is available to Challenge. 
Production is determined by the indi- 
vidual decisions of each of its affiliated 
cooperative members and there is no 
acceptable alternative market outlet for 
butter and cheese than ordinary human 
consumption. 

However, it would appear from the 
position of the Challenge Cream & 
Butter Association as a large-scale opera- 
tor that (through regulation of ship- 
ments), it might be able to stabilize 
prices of butter and cheese. Such a 
practice is used by shippers of fresh 
fruits and vegetables under cooperative 
and Federal Marketing Agreement ship- 
ping plans. Regulation of shipments 
prevents gluts and shortages in consum- 
ing markets and hence levels out the 
course of prices. 

Challenge practices regulation of ship- 
ments through the manner in which it 
establishes the prices for its products 
after considering fundamental demand 
and supply factors. The normal proce- 
dure, in which volume of shipments is 
under control, is reversed. Hence, the 
price set must serve many purposes. It 
has to move the quantity shipped by the 


members; it must not cause consumers to 
shift to substitutes or other sellers; it 
must not incur large shipments into the 
market. 

A check was made to determine 
whether the effect of such price setting 
was to make Challenge butter prices in 
Los Angeles significantly more stable in 
1947-48 than the Chicago wholesale 
butter price. 

At the same time, another check was 
made to determine whether the Chal- 
lenge prices resulted in a premium over 
what they would have been without the 
influence of large scale operations. In 
other words, were Challenge prices sig- 
nificantly less flexible than Chicago 
prices for an equivalent quality product; 
and if so did the less flexible prices aver- 
age out higher for the year than the 
more flexible? 

The Chicago wholesale price of 93- 
score butter was compared with the price 
charged by Challenge in Los Angeles for 
Grade AA (93-score) Challenge brand 
butter in quarter-pound prints delivered 
to retail stores. Weekly average prices 
are used for the period January, 1947 to 
November, 1948, since Challenge prices 
are available only for that period. An 
adjustment has been made in the Chi- 
cago series for ease in comparison by 
adding six cents to each weekly average 
price in 1947 and seven cents to each 


15 Los Angeles is now a deficit market for butter and 
receives regular shipments from the Midwest. In view 
of the fact that a week or more would elapse, under 
purely competitive conditions, between a price rise for 
butter in Los Angeles and the arrival of supplies of but- 
ter whose shipment was stimulated by the price rise, 
one would expect that the Los Angeles price would be 
less flexible than the Chicago price. The author has not 
attempted, nor has it been necessary, to separate the 
price inflexibility resulting from time and space separa- 
tion of production and consumption, from that caused 
by administrative determination of prices. This time 
lag of shipments behind price changes is the primary 
reason for using weekly average prices in Chicago and 
kos Angeles for comparison. 
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weekly average price in 1948. These fig- 
ures represent roughly the cost per pound 
of transporting butter from Chicago to 
Los Angeles and performing wholesaling 
functions on it for the respective years. 
Figure 1 shows that the broad swings up 
and down in Chicago wholesale butter 
prices for this period were closely followed 
by Challenge prices in Los Angeles except 
for about the last eighteen weeks shown 
in 1948. 

The data shown in Figure 1 suggest 
that Chicago prices are the more flexible 
of the two series. However, a more precise 
picture of the relative flexibility of the 
two series is shown in the adjoining tabu- 
lation of the number and magnitude of 
the weekly price changes as described. 

The Coefficient of Variation for the 
Chicago series was I1.0 per cent, for the 
Challenge series was 9.8 per cent. Statis- 
tical tests of these figures indicate that a 
difference this great or greater could 
occur solely as a result of chance fluctu- 
ations approximately 15 times out of 100. 
Hence, one series is not significantly 
more flexible than the other. If a com- 


Chicago Price Series Challenge Price Series 


Size of Number Size of Number 

weekly price ofsuch weekly price of such 

changes changes changes changes 
in cents occurring in cents occurring 
per pound in1947-48 perpound in 1947-48 


+6 2 +6 ° 
+5 3 +5 ° 
+4 3 +4 I 
+3 8 +3 5 
+2 15 +2 13 
+1 10 +1 23 

° II ° 19 
14 9 
9 13 
9 7 
—4 3 my 3 
5 
-—6 I 
-7 2 ° 


parison of daily prices was made in this 
fashion, a significant difference would 
undoubtedly appear. However, this same 
difference would occur if Challenge or 
or other large-scale operators were not in 
the market. Less flexible weekly average 
prices would be expected to result if 
Challenge were using regulation of ship- 


Weeks in 1947 


Fic. 1. Weekly Average Prices of Butter in Chicago* and Los Angeles,” 1947-48. 


| 
= 
' 
| 


THE JOURNAL OF MARKETING 


33 


ments effectively to its advantage.'® 
Some explanation should be given con- 


16 The following procedure was used to determine 
whether this difference in flexibility in Los Angeles 
prices resulted in a higher average price for the year. 
It is known that in general the price charged in a deficit 
area for an agricultural commodity will be the price in 
the surplus area plus transportation and other process- 
ing costs involved in getting it to consumers. The cost 
of transporting butter from Chicago to the West 
Coast in 1947 was $2.34 per cwt. In addition, Challenge 
records indicate the actual cost in 1947 of performing all 
its marketing functions on butter (including delivery to 
retail stores) to be 4.03 cents per pound. In the first 
half of 1948, these costs had increased to about $2.80 
per cwt. and 4.2 cents per pound respectively. Hence, a 
comparison was made between the weekly and the an- 
nual average prices quoted in Chicago and quoted by 
Challenge in Los Angeles, after taking into account 6.3 
cents per pound of additional costs of serv'ces put into 
the packaged and delivered product in 1947 and 7.0 
cents for the same services in 1948. A close relationship 
was found to exist between the two price averages for 
1947 and the first half of 1948. The annual average of 
weekly prices in Chicago for 1947 was 71.5 cents per 
pound and the annual average of weekly prices charged 
by Challenge at wholesale was 77.8 cents. After ac- 
counting for 6.2 cents worth of service added to the 
latter, the two prices are 71.5 cents per pound. For the 
first six months of 1948, a similar situation is revealed. 
The average of Chicago prices was 81.9 cents per 
pound; the average of Challenge prices was 89.1 cents 
per pound. After accounting for about 7.0 cents worth 
of additional costs in the Challenge product, the two 
averages are 81.9 and 82.1 cents respectively. 


cerning the price trends in the second 
half of 1948. The price of butter de- 
creased almost continually from the 25th 
to the 45th week. During this time the 
Challenge price did not maintain the 
same close relation to the Chicago price 
as noted previously, and this appears to 
be the source of a short run price advan- 
tage, even though all firms selling under 
conditions of falling prices take continual 
inventory losses. This price decrease is 
so prolonged that it would distort a true 
comparison of the two series. The inclu- 
sion of a long price increase would like- 
wise distort (in the opposite direction) a 
true comparison of the two series because 
of the lag in changes in Challenge prices 
behind those in Chicago. 

The crudeness of the method prevents 
one from conciuding definitely that con- 
trol of a significant part of certain mar- 
kets as exercised by Challenge in 1947 
and a half of 1948 did not result in ahy 
price advantage to its members. The 
quantities sold at each price throughout 
the year are not known and the prices 
were averaged with only on> decimal. 


25 6 8 16 18 


22 26 


Fic, 1, Cgntinued. 


= 
ey 
i 
= 
4 
i 


34 


THE FOURNAL OF MARKETING 


Hence, small errors could have occurred.!” 
However, it appears safe to conclude 
that the relatively inflexible prices for 
butter resulting from the firm’s price 
policy on the West Coast are not the 
source of detectable monopoly price ad- 
vantage to Challenge members."* 

This conclusion is of great significance 
to the Challenge organization since it 
may indicate any one of several things. 
In prewar days, Challenge brand butter 
and cheese commanded a small but con- 
sistent price premium over other brands 
of products of equivalent grades. This 
premium was of the order of one to two 
cents per pound depending on circum- 
stances. Challenge butter was usually the 
highest priced brand on the -grocer’s 
shelves. However, many Los Angeles re- 
tail stores visited by the author in 1947- 
48 carry brands priced higher than Chal- 
lenge. The reasons for this change can 
only be surmised. The advertising effect 
may have begun to wear off, the absence 
of this brand from the store shelves dur- 
ing the war caused shifting to any brand 
or loss of consumer consciousness of 
brand names in butter, the great increase 
in the consumption of oleomargarine may 
have changed the type of customer using 
butter. 

The effect of nationwide markets for 
certain products is to limit severely or 
eliminate the firm’s ability to use regu- 
lation of shipments or other devices such 
as advertising and product differentia- 


17 The use of the transportation charge from Chicago 
to Los Angeles may also cause a slight error. Challenge 
buys much of its outside butter purchases direct from 
creameries in Minnesota, Iowa, and Missouri. The 
freight rate from these points to Los Angeles is less 
than from Chicago. 

18 The author attempted to make comparisons such 
as the one described for other products such as cheese 
and evaporated milk. None of these comparisons showed 
such definite conclusions as the one for butter. No 
means are available to determine whether the prices 
charged for products such as ice cream or manufacturing 
cream have any monopoly elements in them, 


tion to obtain long-run monopoly prices. 

Government and Institutional Buyers.— 
The level of competition, and hence suc- 
cess of Challenge’s price policy, for evap- 
orated milk, whole and non-fat dry milk 
powder, and casein is affected greatly by 
the fact that governmental and institu- 
tional agencies are the primary buyers 
for the Challenge output of these prod- 
ucts. In 1945, these products constituted 
9.1 per cent of Challenge’s gross sales; 
in 1947 they made up 15.1 per cent. 

ence, success of the price policy with 
regard to these products is important to 
overall firm success. 

Prices received by Challenge for these 
products are highly competitive prices 
for the following reasons: 

a) California and the Pacific coast are 
a surplus area for dry milk products. 
The markets are mid-western and east- 
ern industrial areas and sea ports. There- 
fore, the California price is the Chicago 
price minus transportation charges. The 
California product has to compete in the 
eastern markets on an undifferentiated 
basis with the product from Minnesota, 
Wisconsin, etc. 

(b) The major buyers for these prod- 
ucts are industrial manufacturers and 
government buyers for subsidized ex- 
port trade. They have testing equipment 
and laboratories available for determin- 
ing actual quality of products. Buyers 
are not influenced by advertising and 
have no preference among producers ex- 
cept in regard to promptness of delivery. 
Purchases by these agents is usually on a 
bid basis, which without collusion in- 
sures price competition. 

(c) The products are such that they 
can be standardized and graded accur- 
ately. Buying is on the basis of grades, 
not brands. 

The net effect of the above conditions 
is that the policy of non-price compe- 
tition has no opportunity to take hold or 
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influence the price obtained. Challenge 
obtains competitive prices and no more 
for these products. An additional factor 
should be mentioned which influences 
the success of the price policy for evapo- 
rated milk. Challenge has not used its 
ordinary brand for evaporated milk. It 
used the Banner brand because the name 
Challenge evaporated milk was registered 
by another firm. Hence, the firm’s brand 
of evaporated milk has not received the 
benefit of the general advertising pro- 
gram.?® 

Presence of Other Types of Firms in 
Markets.—In most large markets in Cati- 
fornia, three different types of firms are 
engaged in the sale of dairy products. 
These are: farmer cooperatives, (e.g., 
Challenge) private corporations (e.g., 
Golden State) and chain store corpora- 
tions, (e.g., Safeway). Each of the three 
types is in business for the same purpose 
—maximizing profit for its owners. Each 
uses a different method of approach to 
this objective. Each is concerned with its 
price policy at a different vertical level in 
the price structure. These facts have a 
significant effect on the structure of com- 
petition in California markets and on the 
success of the price policy of the Chal- 
lenge Cream & Butter Association. 

The major difference between these 
types of firms in terms of price policy is 
that the chain stores employ or attempt 
to employ price competition in the sale 
of dairy products, whereas the others de- 
pend primarily on non-price competition 
as the focus of their price policy. As part 
of this policy the chain stores are con- 
tinually seeking ways to reduce costs of 
marketing or prices of commodities in 
order to establish a basis for reducing 
prices, thus attracting customers. The 


19 The owner of the brand name as applied to evapo- 
rated milk does not use it, otherwise the Challenge com- 
pany advertising would accrue to some degree to the 
other firm. 


chains seem to be succeeding in this prac- 
tice and are setting the effective stand- 
ards of competition at the consumer level 
to which the others must pay close atten- 
tion and conform. At the same time co- 
operative organizations continually seek 
ways of reducing costs and raising prices 
to consumers so that they can bring 
higher returns to producer members. The 
cooperative type of organization makes 
possible the return to the producers of all 
income over cost. In most California 
markets, the cooperatives set the stand- 
ards of competition in prices to farmers 
and the other firms must conform to 
these prices in order to obtain an ade- 
quate supply of raw material. 

As was stated earlier, the usual pattern 
of market structure in the dairy industry 
in California is that of oligopoly—and a 
few large firms dominate each market. 
This is true for fluid as well as for manu- 
factured products. No one type of firm 
is dominant for all products. For many 
types of products, oligopoly structure 
(fewness of firms) results in strengthen- 
ing the weapons of monopoly used by 
each firm. This is because collusion may 
easily be effected or price leadership 
utilized. However, the presence of firms 
such as chain stores and farmer cooper- 
atives in the market having diametrically 
opposite objectives with regard to price 
makes collusion less likely to occur. 
There is little or no area in which they 
can find agreement. This was demon- 
strated in the previous discussion of 
pricing fluid products by public regula- 
tion and is revealed by studying the 
markets in detail. 

The type of results revealed by the 
detailed study of butter prices in Los 
Angeles could be duplicated in other 
markets having similar types of struc- 
ture. Similar results would be obtained 
in the Los Angeles market in a study of 
ice cream, cheese, and evaporated milk 
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prices if accurate and comparable data 
were available. Challenge prices for 
most products must conform closely to 
those charged by chain stores in order 
to maintain sales. The chains stand 
ready at any time to buy these products 
or their ingredients at the low prices of 
the surplus producing areas, import and 
process them efficiently, and offer them 
for a sale at a price which conforms 
closely to the cost of getting the product 
into the consumer’s hands. 

There is a presumption that under 
oligopoly structure, prices are higher and 
output is smaller than under pure com- 
petition. This study shows prices existing 
in an oligopoly structure which are rea- 
sonably close to those expected under 
intensive, though not actually pure, 
competitive conditions.”® The reason is 
simply that the different types of firms 
place their emphasis on price at different 
vertical levels in the price structure. 
These vertical levels are the stages in 
marketing dairy products where a price 
emerges. These are on the farm, at the 
wholesale level, and at the retail level. 
Cooperatives are owned by farmers, 
hence make every effort to make the 
farm price as high as possible. Private 
corporations are owned by stockholders 
who desire high dividends from profits 
made out of processing and wholesaling 
functions. Chain stores base their appeal 
on low retail prices, hence will make 
every effort to make their prices to con- 
sumers lower than those of competitors. 
By contrast, when different firms place 
their emphasis at the same vertical level 
in the price structure, they may rein- 


20 It can also be shown that production of dairy prod- 
ucts (output) in this situation is not lower than under 
pure competition. It is simply that the oligopolists have 
no control over the amount produced. Output of milk 
rests with the individual production decisions of thou- 
sands of farmers. In view of the fact there is no secondary 
or diversion outlet, the total amount produced moves 


through market channels. 


force each other, perhaps to the disad- 
vantage of consumers or producers. But 
under the conditions described here, the 
different types counterbalance each 
other and intensify the competition. 
This situation results in a high level of 
competition and the conclusion of 
Waugh, Hoffman, and Meyers, that 
competition between large firms 
may be fully as effective as that between 
many small firms”, is demonstrated.” 


CoNCLUSIONS 


An examination of the price policy of 
the Challenge Cream & Butter Associ- 
ation and the effects of the structure of 
competition in the dairy industry in 
California upon this policy has been 
made. The most general conclusion to 
be drawn is that the immediate effect of 
the price policy in terms of member in- 
comes is small or negligible. It is doubt- 
ful if any Challenge member receives a 
price higher than that of his non-member 
neighbor for his product solely as a re- 
sult of the Challenge price policy. The 
following recapitulation showing the 
pricing results for each of the major 
Challenge products gives the reason for 
this: 

Price results 
Prices set by public 
regulation™ 
Butter and cheese Close association 
with Chicago 
wholesale prices 
Evaporated milk and Highly competitive 
Dry-milk products _ prices 


Product 
Fluid milk 


Because of these results, the benefits to 


2 F, V. Waugh, A. C. Hoffman, and Albert Meyers, 
“Agricultural Marketing Policy,” a statement before 
the United States Temporary National Economic 
Committee, February 21, 1941, (processed) p. 7. 

2 The extent to which firms are able to influence 
fluid milk prices through the political channel of hear- 
ings and influence on the Bureau of Milk Control was 
not studied. 
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members turn out to be the result of 
product policy (combined with aggressive 
sales promotion) rather than price policy; 
that is the processing of a high quality 
product backed up by aggressive sales 
effort rather than any substantial in- 
fluence on the price which the concern is 
able to charge.” 

Even though no extensive price ad- 
vantages are evident, other benefits are 
secured from the use of tactics designed 
to raise member incomes. The first of 
these is the benefit to members from 
having a continually higher proportion 
of their total milk production go into 
fluid uses. The shift from manufacturing 
to market milk production was ac- 
celerated during the war by a satis- 
factory price differential. As dairymen 
responded to this stimulus, independ- 
ently of any action by Challenge itself, 
Challenge increased its fluid milk proc- 
essing capacity to insure a use for its 
members’ product under their own brand 
names. The increase in total fluid sales 
has come about through expansion of 
plants and outlets. The advertising pro- 
gram has undoubtedly stimulated rapid 
increases in sales in new areas. 

Another non-price benefit traceable in 
part to the price policy is the establish- 
ment and maintenance of more depend- 
able sales outlets than would be possible 
without it. Insofar as customers become 
attached to one brand because of the 
special conditions attached to its sale, 


%3 Except, of course, insofar as the product is graded 
high and earns a premium thereby. 


then so much has been “‘sold in advance” 
so to speak, and sales efforts can be ex- 
panded in other directions. 

Another closely-related non-price ben- 
efit to members should be mentioned. 
This is the continual increase in the pro- 
portion of higher quality products, 
shipped by members. In the early days 
of the Association, a direct and demon- 
strable relationship existed between 
quality of product and income to mem- 
bers. A wider price margin between 
grades existed in this period. The pro- 
gram of non-price competition has been 
used to educate dairymen and country 
creamery operators concerning the 
higher income realizable from the pro- 
duction of higher quality products. Over 
a period of many years the proportion 
of 93-score butter received by Challenge 
from its members has increased. Insofar 
as the price policy has stimulated this 
development, both producers and con- 
sumers have benefited. 

Although the above comments indi- 
cate that the use of a price policy has been 
justified, its use has also been fortified 
by the interconnection and mutual sup- 
port of all parts of the cooperative’s 
profit policy. Any differential income ad- 
vantage enjoyed by farmers because of 
the operation of Challenge is the result 
of cost reduction, the elimination of mo- 
nopsony exploitation by private concerns 
and at best a minor influence on prices 
at the consumer level. It is impossible to 
separate completely the influence of 
each. 
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APPRAISING PROFESSIONAL TRAINING 
FOR RETAILING 


DONALD K. BECKLEY 
Simmons College 


cy oF the basic questions in the en- 
tire field of retailing concerns the 
methods by which prospective store 
executives can best be trained. Although 
interest in this question is widespread on 
the part both of store management exec- 
utives and retail educators, the many 
variable factors involved have made any 
specific answers to the problem most dif- 
ficult. This article has been prepared to 
describe one attempt to find an answer 
to this question: a study carried on at the 
Simmons College Prince School of Retail- 
ing during 1947 and 1948 in an effort to 
obtain an objective appraisal of formal 
training for retailing as provided by 
schools of retailing in comparison with 
the training advantages of regular em- 
ployment situations. 

In seeking to ascertain the usefulness 
of college training in retailing, it was rec- 
ognized that the relative effectiveness of 
retail work experience itself must always 
be taken into consideration. Actually, 
there is to date no valid evidence to indi- 
cate to what extent or in what areas 
those who have completed a program of 
formal college training in this field are 
better prepared for useful business ca- 
reers than those who receive all of their 
training in actual job situations. In an 
educational area such as this in which 
comparisons are regularly being made 
between those with training and those 
who have instead entered full-time em- 
ployment, it is particularly important 
that some clear distinction be made as to 


_ the areas in which formal training can be 


most effective. 
Expressed in educational terms, the 
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purpose of the study to be described here 
was to ascertain the extent to which grad- 
uates of retailing programs are achiev- 
ing the objectives now regarded as de- 
sirable. To do this, the performance of 
retailing graduates of the Simmons Col- 
lege Prince School of Retailing was meas- 
ured in relation to the objectives of their 
program, and compared with the per- 
formance of other groups who had not 
received formal training in retailing and 
with those who had received formal train- 
ing as well as regular work experience. 
This study was designed to provide a 
measure of the effects of formal training 
as distinct from work experience, to ap- 
ply scientific methods of curriculum 
analysis to college training for executive 
positions in this field, and to isolate the 
kinds of behavior needed in which formal 
training has proved most effective. 

Stated somewhat differently, this study 
was conducted to find out what, if any- 
thing, prospective store executives can 
be taught about retailing in college that 
they could not learn just as well on the 
job while earning wages. 


Determining Objectives for Consideration 


Research in the field of executive train- 
ing for retailing has not yet advanced to 
the level at which the literature includes 
carefully considered suggestions on cur- 
riculum development at the college level. 
Hence it is necessary to seek out authori- 
tative sources of opinion on the kinds of 
changes that should be brought about in 
college-level students who are to be 
trained for executive positions in retail- 
ing. It was recognized that training in 
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this field as in others should be planned 
not merely in terms of perpetuating the 
status quo, but through careful consid- 
eration of the needs of the individual 
consumer, the national economy, and the 
individual student. 

The objectives regarded as desirable 
were selected as a result of a detailed 
analysis of the various viewpoints which 
together comprise the broad area cov- 
ered by retailing and make possiblea 
unified view of the task executive train- 
ing in retailing should seek to accom- 
plish. These viewpoints are: (1) the so- 
cial economist who envisions retailing as 
a useful factor in our national economy, 
(2) the consumer as expressed through 
the agencies set up to protect his inter- 
est, (3) the retail executive who sees the 
requirements of the field, (4) the critic of 
our retailing system both inside ‘and out- 
side the store, (5) the schools of retailing 
set up to provide the training with which 
this study is concerned, and (6) the pro- 
spective student of retailing who states 
her reasons for wishing formal training in 
this field. 

Through this analysis, 36 objectives 
were found to represent the varied points 
of view indicated above. These were then 
appraised in terms of: (1) their philo- 
sophic justification in order to formulate 
a statement of the purposes of formal 
executive training for retailing, and (2) 
the psychology of learning through ana- 
lyzing the kinds of behavior which can 
best be learned in formal training as com- 
pared with training on the job. 


A Fustification for Retail Training 


In contemplating the possible results 
of this investigation, it seemed desirable 
to attempt to formulate some concepts of 
retail instruction that might be expressed 
as a theory. The soundness of this theory 
could then be cested by the study itself. 
This raised the question: precisely what 


is the justification for retail training at 
the college level? The basic issue here is 
the extent to which the trained worker in 
retailing can become a responsible mem- 
ber of a social group with a real under- 
standing of the purpose and possibilities 
of his work. If executive training for re- 
tailing is envisioned as providing the key 
to many of the problems of distribution 
which directly concern us all, the oppor- 
tunities for useful service seem far-reach- 
ing. Rather than placing major emphasis 
at the college level on routine details of 
store operation, the broad picture should 
be provided, and there is no simply de- 
fined limit to the breadth of this type of 
consideration other than the time avail- 
able. In practical application, there is the 
dilemma often faced in attempting a crit- 
ical consideration of the business for 
which vocational training—even ona 
high educational level—is being pro- 
vided. Students want jobs upon gradua- 
tion, and if they are to be hired, the train- 
ing they have received must be such as to 
win the approval of prospective employ- 
ers. There is thus the additional task for 
the school to convince employers that 
the training provided is desirable, as- 
suming of course that every effort is 
made to make certain that it is desirable. 
Briefly stated, the justification for retail 
training at the college level would seem 
to be as follows: expressed nega- 
tively, there can be no useful purpose 
served in-offering training in the various 
skills of retailing alone in the guise of col- 
lege and graduate instruction. If only 


this material is to be offered, it should be 


regarded as on a level with the training 
provided by business and secretarial 
schools which offer short courses to col- 
lege graduates in the specific skills needed 
for office work. There is the further al- 
ternative opportunity being made avail- 

able to increasingly large numbers of 
college graduates to become members of 
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an executive training group in many of 
the larger department stores. In such a 
program, trainees are given a series of 
courses combined with work experience 
which provides an insight into the work- 
ings of their particular store while at the 
same time they are earning wages. Such 
a program offers useful preparation for 
executive work in terms of the policies 
and practices of an individual store. It 
does not, however, provide the broad 
background of retailing as seen from a 
variety of viewpoints which an academic 
institution should be able to provide. 

Subjects which can properly be taught 
in college programs concern the social 
approach to business; examples are a 
study of the problems of retailing from 
the viewpoint of the consumer, the impli- 
cations of population change in the pat- 
tern of distribution, and the like. An un- 
derstanding of the nature of these prob- 
lems, an’ understanding of some possible 
solutions and their probable conse- 
quences, and the development of a so- 
cially intelligent business philosophy are 
objectives worthy of serious study at the 
college and graduate level, with a mini- 
mum of time devoted to the teaching of 
elementary skills which can perhaps be 
learned more quickly and efficiently on 
the job. 


Formulating a Theory of Retail 
Instruction 


In proposing a tenable theory of retail 
instruction, the first consideration would 
seem to concern the respective areas of 
training in which work experience itself 
on the one hand and formal training on 
the other can make the most significant 
contribution. What, then, are the sorts of 
objectives which college programs can 
teach more effectively than work itself 
can provide? 

It is proposed that the first area in 
which college programs can operate more 


effectively is in the teaching of princi- 
ples which apply to retail operation and 
to outside conditions which affect retail- 
ing. Formal training can, through the 
impartial nature of its inquiry, examine 
these principles from various viewpoints, 
and substantiate their existence through 
observations of cases in a variety of situ- 
ations. This differs from the position of 
the store employee, who more commonly 
observes practices rather than compre- 
hends principles, and is able to see the 
relative desirability of procedures only in 
respect to their success or failure within 
one organization and in a given situa- 
tion. 

The second area in which college pro- 
grams can be more effective is that of at- 
titudes and of sensitivity to the social 
possibilities of the critical position retail- 
ing assumes economically as a large part 
of the link between production and con- 
sumption. College training can be most 
effective in teaching this kind of beha- 
vior because an educational institution, 
unlike a business organization, is con- 
ducted on a non-profit basis, and as such 
should be able to visualize various objec- 
tives for a retail store in addition to prof- 
itable operation. It is suggested, there- 
fore, that the entire nature of the aims 
and surroundings of an educational in- 
stitution can properly lend themselves to 
an unbiased appraisal of the social func- 
tion of business, whereas employment in 
a business itself could normally suggest 
the profit possibilities first, with any 
other considerations a poor second. 

The third area in which college pro- 
grams should be more effective is in 
teaching all desired kinds of background 
knowledge that go beyond the scope of 
any one business institution. For exam- 
ple, it is generally thought that a desira- 
ble objective in an executive training pro- 
gram for retailing is the knowledge of the 
historical development of retail institu- 


— Two 


‘4 
ig 
ok 


THE FOURNAL OF MARKETING 


41 


tions, and the reasons for the changing 
status of the various kinds of retail out- 
lets as distributive agencies. This mate- 
rial would normally be presented in a re- 
tailing curriculum by an educational in- 
stitution, but an individual store would 
customarily present as a background 
merely a description of the early days of 
that particular institution. 

On the other hand, work experience it- 
self, or training provided directly by a 
retail organization would seem able to 
serve more effectively than the college in 
teaching specific job techniques. An ex- 
ample at an elementary level is the 
making out of saleschecks, and at a 
higher level of difficulty it would include 
the development cf skill in writing effec- 
tive advertising copy or selecting mer- 
chandise that will appeal to a particular 
class of customer. Tasks of this nature 
have principles underlying them which 
can be taught in school, yet the practical 
application of these principles requires 
experience in actual situations, and only 
work itself adequately can provide this 
experience. 

In summary, then, the theory was pro- 
posed that formal training can be effec- 
tive in teaching those objectives that: 
(1) derive from the concept that retailing 
is one phase of our distribution system 
which has broad implications in our social 
and economic life, and (2) concern gen- 
eral principles and knowledge that go 
beyond the scope of any one business 
institution. Retail work experience, on 
the other hand, is best suited to those 
objectives which concern specific tech- 
niques and methods of performance in 
which it is adequate, or perhaps prefera- 
ble, to know well one system rather than 
to have a broader but less detailed grasp 
of the overall situation. The extent to 
which this theory was found to be sup- 


ported will be described in later para- | 


graphs. 


The objectives determined to be most 
desirable in terms of behavior that are 
currently being taught at the Simmons 
College Prince School of Retailing are as 
follows: 

1. The development of effective meth- 

ods of thinking in respect to: 

a. application of principles of intel- 
ligent business management in 
retail store operation. 

b. interpretation of data relating to 
consumer needs and distribution 
costs. 

2. The acquisition of important infor- 

mation in respect to: 

a. identification of relationships be- 
tween items of information, or 
facts relating to the retailer and 
to the consumer. 

b. comprehension of the nature of 
distribution and of the nature 
and effect of governmental inter- 
vention in retailing. : 

3. The cultivation of skill in the use of 

mathematics in retailing situations. 


The Examination in Retailing 


These objectives were analyzed in 
terms of content and the situations in 
which learning can be most effective, and 
an examination in retailing was con- 
structed for use in determining the rela- 
tive effectiveness of each of the four 
groups being compared in respect to each 
of the five objectives listed above. The 
three types of behavior included were 
tested in the following manner: 

1. Development of effective methods 
of thinking. Sets of data representing the 
selected content areas were presented, 
followed by a number of statements 
which purport to be interpretations. The 
student was asked to indicate his judg- 
ment of each of the statements by classi- 
fying it as to its relationship to the data. 

2. Acquisition of important informa- 
tion. Exercises of the matching, true- 
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false, and multiple-choice varieties were 
used to measure identification of rela- 
tionships between items of information 
and comprehension of meanings. 

3. Cultivation of skill in the use of 
mathematics in retailing situations. Ex- 
ercises were set up for determining one 
mathematical component when the other 
related figures were known, and for the 
identification of the correct statement of 
retailing equations. 


The Statistical Techniques Used 


The problem of this study for v. hich a 
statistical solution was sought was to dis- 
cover whether differences in gains among 
groups of students in respect to the ob- 
jectives regarded as desirable were greater 
than would be expected from the opera- 
tion of chance factors alone. The purpose 
of the experiment was to determine the 
strength of three factors: (1) formal re- 
tail training, (2) retail work experience, 
and (3) undergraduate college education, 
in respect to achievement of selected re- 
tailing objectives. The hypothesis ap- 
plied here was that groups comparable in 
all respects but differing in their treat- 
ment should reflect differences in achieve- 
ment that were the result of that particu- 
lar treatment. 

The nature of the experiment to be 
carried out can best be indicated by the 
following design: 


No Training Training 
2Yrs. 4Yrs. 2Yrs. 4Yrs. 
Col. Col. Col. Col. 


No experience N 36 N 30 
Experience N 29 N 32 


N 29 N 28 
N 12 N 10 


This plan makes possible the separate 
identification of the three factors to be 
studied as follows: 
Group I—no training, no experience. 
Group 2—training, no experience. 
Group 3—experience, no training. 
_ Group 4—both training and experi- 
ence. 


In working out the design, the follow- 
ing comparisons are being made: 

1. “No experience” group with “expe- 

rience” group. 

2. “No schooling” group with “‘school- 
ing” group. 

3. “2 years of college” group with “4 
years of college” group. 

Categories 1 and 2 above were obtained 
through use of the following groups: 

1. Incoming students at the Simmons 
College Prince School of Retailing 
who have not studied retailing in 
formal courses nor had extensive 
work experience. 

2. Students who have completed the 
course in retailing at the Prince 
School of Retailing, but have not 
yet had extensive work experience. 

3. Employees in Boston stores who 
are in positions of the kind gradu- 
ates soon will be taking, but who 
have had no formal retail training. 

4. Store executives and junior execu- 
tives who have had a specified 
amount of store experience and also 
are graduates of the Prince School 
of Retailing. 

A number of possible statistical tech- 
niques were considered in planning this 
study. One treatment often used in in- 
vestigations such as this is the matching 
of pairs. Although it would be possible to 
match pairs of cases within each pair of 
groups in the present experiment, the 
disproportionate number of cases would 
mean that many cases in the larger 
groups would be wasted after pairings 
were made. Another procedure that is 
more appropriate in this situation in- 
volves the matching of experimental and 
control groups through use of a regres- 
sion technique that does not require 
pair-by-pair matching. This treatment, 
as described by Peters! can make it pos- 


1C. C, Peters, “A Method of Matching Groups for 
Experiment with no Loss of Population,” Fournal of 
Educational Research, XXXIV (1940), 70-74. 
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sible to know whether the three experi- 
mental groups do better on the achieve- 
ment examination in retailing than would 
be expected in view of their intelligence 
test scores. The hypothesis to be tested 
here is that there are no real differences 
produced by the factors introduced, and 
that any differences in initial mean 
scores, after allowances have been made 
for chance differences in initial mean 
scores, are due entirely to chance fluctua- 
tions in random sampling. 

While similar in many respects to 
Fisher’s covariance technique,” the Pe- 
ters’ technique makes the regression 
equation from the statistics on the con- 
trol group rather than from the experi- 
mental and control groups pooled, on the 
ground that a pooled estimate would be a 
meaningless hybrid if the two groups dif- 
fered by reason of the experimental fac- 
tor, as probably would be the case.’ In 
this experiment, a regression equation 
was calculated from the scores obtained 
on the intelligence test and on the retail- 
ing examination by the control group— 
which had neither retail training nor 
work experience. The equation was then 
used to predict the three other groups, 
which were regarded as the experimental 
groups. This predicted score was then 
compared with the actual score of each 
case in the experimental groups, and the 
significance of the difference between 
means of predicted and actual scores 
tested for each objective in each sub- 
group separately. In this type of treat- 
ment, if the mean of the obtained scores 
is significantly greater than that of the 
“expected” scores, the experimental fac- 
tor is indicated as having a differential 
potency in contributing to growth.‘ 


2B. F. Lindquist, Statistical Analysis in Educational 
Research, Chapter VI, Boston: Houghton, Mifflin Com- 
pany, 1940. 

*C, C. Peters and others, “Research Methods and 
Designs,” Review of Educational Research, XV (1945), 
377-393: 


The use of the regression technique 
was especially appropriate here, since it 
was recognized that there was a positive 
correlation between academic aptitude 
or intelligence, particularly verbal abil- 
ity, and scores on the retailing examina- 
tion. This technique served to eliminate 
the influence of differences in intelli- 
gence, and provided a comparison be- 
tween predicted and actual scores. The 
differences between means attained in the 
various tests were divided by the stand- 
ard errors of the differences in order to 
determine the t-ratios. 

Of interest also in analyzing the data is 
the question of the magnitude of the re- 
lationship between achievement in re- 
tailing and the several factors to be iso- 
lated: retail training, work experience, 
and college education. Some measure of 
correlation was needed here to indicate 
the strength of relationship between 
achievement and each one of these fac- 
tors with the other factors held constant. 

A statistical treatment highly suitable 
for this purpose is the Kelley correlation 
ratio ¢.° This is particularly appropriate 
in the present situation, since it is not ef- 
fected by disproportionate numbers of 
cases in the various groups. As described 
by Peters and Van Voorhis,® when cor- 
rected, « has a standard meaning free 
from bias and independent of the size of 
the sample and of the number of classes 
into which the sample is divided. It is 
shown to have all the merits of analysis 
of variance, and in addition is inter- 
preted positively rather than negatively 
as in the case of the t- and F-scores in- 
volving the null hypothesis. In this 
study, € was used to estimate the corre- 


4C. C. Peters and W. R. Van Voorhis, Statistical Pro- 
cedures and Their Mathematical Bases, p. 463. New 
York: McGraw-Hill Book Company, 1940. 

5 T. L. Kelley, “An Unbiased Correlation Measure,” 
Proceedings of the National Academy of Science, XX1 
(1935), 554-559. 

6 Peters and Van Voorhis, op. cit., p. 323. 
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lation between achievement on the re- 
tailing examination and each factor be- 
ing measured. 

The use of the two techniques de- 
scribed above was planned to eliminate 
differences in intelligence as a possible 
uncontrolled variable, and left age and 
sex as the only other predictable external 
factors to be controlled. Recognizing 
that the age levels of the two sub-groups 
(subjects with four years of college and 
those with two years of college) differ by 
_several years by definition, critical ratios 
for the differences in ages of the various 
groups were calculated, and showed that 
age was minimized as a variable factor 
here. The factor of sex difference was 
eliminated because all those being tested 
were women. 


Conclusions 


Earlier in this article a theory of retail 
instruction was advanced, and it is now 
possible to test the soundness of this 
theory by comparing with it the results 
of the analysis of data. This must be 
qualified, however, by the fact that not 
all of the objectives suggested as desira- 
ble were currently being taught at the 
Simmons College Prince School of Re- 
tailing. In terms of the objectives meas- 
ured, the following general conclusions 
were drawn: 

1. The theory of retail training pro- 
posed that formal training alone can be 
more effective than work experience 
alone in teaching those objectives that: 
(1) derive from the concept that retailing 
is one phase of our distribution system 
with broad implications in our social and 
economic life, and (2) concern general 
principles and knowledge that go beyond 
the scope of any one business institu- 
tion, was substantiated in respect to 
these objectives (a) application of prin- 
ciples of retail management, (b) inter- 
pretation of data relating to consumer 


needs, (c) identification of retailing 
facts, and (d) comprehension of the na- 
ture of distribution. 

2. The theory of retail training pro- 
posed that work experience alone can be 
more effective than formal training alone 
in teaching specific job techniques was 
not substantiated in respect to the ob- 
jective: cultivation of skill in the use of 
retailing mathematics. Formal training 
alone was found to be approximately 
equal in effectiveness to work experience 
alone in this area. 

3. The presumption that the combina- 
tion of formal training and work experi- 
ence together would prove more effective 
than either training or work experience 
alone was not consistently borne out 
(possibly because of limitations in the 
size of the sample studied). Although 
subjects in this group performed signifi- 
cantly better than the control group in 
the case of all but two sub-groups, these 
subjects did not consistently show sig- 
nificantly greater differences as com- 
pared with subjects with training or 
work experience alone. Many of the sub- 
jects tested had been working since grad- 
uation in personnel positions which did 
not directly involve customer contact or 
use of merchandising mathematics, and 
the data suggests that as with training in 
other fields, people remember best those 
kinds of learning with which they are 
most directly interested or employed. 

4. Of the five objectives measured, 
work experience was shown to be rela- 
tively the most effective in: (1) skill in 
the use of retailing mathematics, and 
(2) identification of retailing facts. Work 
experience was least effective in teaching 
the comprehension of the nature of dis- 
tribution. As indicated above, work ex- 
perience equalled formal training in ef- 
fectiveness only in respect to skill in the 
use of retailing mathematics. 

5. Subjects with four years of liberal 
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arts college education were better pre- 
pared to be effective retail executives 
than those subjects with two years of 
liberal arts college work, except in the 
case of the objective: application of prin- 
ciples of retail management, where no 
significant relationship exists. 

6. The results of this investigation 
emphasize the sound position of the 
school of retailing in providing formal 
training in the areas now being taught. 
Although it is clear that skill in the use of 
retailing mathematics can be learned 
equally effectively on the job, formal 
training in this objective can help new 
workers to avoid the incidental fumbling 
caused by lack of mathematical training 
before employment. The fact that the 
school does not now completely cover in 
its training the range of objectives con- 
sidered from several viewpoints to be 


desirable, suggests the desirability of ex- 
panding the range of objectives taught, 
particularly in respect to the implications 
of retailing as a part of our social and 
economic life. 

The theory proposed here and the con- 
clusions reached concerning it may not 
agree with the opinions and the investi- 
gations of others interested in this ques- 
tion of the kind of training that can best 
prepare prospective retail executives for 
useful careers. It is hoped, however, that 
this article can suggest one means by 
which this question can be studied 
further, and that there will be many 
other attempts made within the next few 
years to seek objective answers to this 
and related questions, to the end that 
training for retailing can be more pre- 
cisely directed in lines of maximum use- 


fulness. 
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MEASURING THE GENERAL RETAIL TRADING 
AREA—A CASE STUDY: II 


EDNA DOUGLAS 
Iowa State College 


Epiror’s Note: This is the second of a two-part article 
which demonstrates the methods which may be utilized in 
measuring a market area. 


B. ANALYsIs OF BANK DEposits 
Method and Problems 
ia method employed to de- 


termine the geographic distribution 
of out-of-town sales by Charlotte mer- 
chants was the determination of the loca- 
tion of the banks against which were 
drawn checks deposited in a Charlotte 
bank by a group of retail stores.!° During 
each day of the week August 8-12, 1944, 
the clearings department isolated from 
its total deposits those made by seven 
retail stores, representing a fairly good 
cross section of general merchandise, 
apparel, and other stores in the city. 
From these deposits were recorded the 
location of the bank against which each 
check was drawn. 

One of the major problems involved 
in this method of trading area delinea- 
tion is the discrepancy which may exist 
between customer address and bank ad- 
dress. The problem was particularly ap- 
parent in 1944. A number of customers 
were wives of servicemen, of workers em- 
ployed by war industries in other local- 


10 The records of the Charlotte bank which cooper- 
ated in this study would have permitted such an analy- 
sis by either of two methods. The bulk of checks de- 
posited with the bank and drawn against banks of other 
communities are recorded by the bank on micro-film. 
To obtain data on deposits by retail stores for any pe- 
riod would have necessitated an examination of film 
records of practically all out-of-town checks deposited 
by all depositors for that period and the recording of 
pertinent data from those which were payable to retail 
stores. The value of time and eyesight, however, pro- 
hibited this procedure. Therefore, the cooperating bank 
permitted the writer to pursue the second method here- 
in described for obtaining the desired data. 
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ities, or of government employees in 
Washington who paid their accounts in 
Charlotte with government checks or 
checks drawn on banks elsewhere. Where 
information on the face of the check 
clearly indicated the customer’s address, 
this address was used in the analysis 
rather than that of the bank. This in- 
formation was not always shown, how- 
ever, and there are consequently sligh¢ 
distortions in the trading area delineated 
by this method. These distortions, how- 
ever, would be expected to apply more 
often to checks drawn against banks at 
more distant localities than against 
banks near Charlotte. 

The validity of the results of this 
analysis can be appreciated only in 
terms of the nature of the raw material 
and its limitations in indicating the 
structure of the Charlotte trading area. 
The study shows a check deposit area. 
Since few cash customers use checks in 
their retail buying, the results are 
weighted heavily by out-of-town credit 
customers. Mail order sales play an im- 
portant part in the results. Any differ- 
ences among various income groups in 
their use of checks would tend to conceal 
an income differential in the results. 
Furthermore, the address of a bank does 
not necesaarily represent the address of 
the customer, and imperfect corrections 
of these differences produce a distorted 
area—a distortion somewhat accentu- 
ated by wartime migrations of popula- 
tion. It would seem imperative, there- 
fore, to regard the results of the study as 
a check upon other methods of analysis 
and to accept its findings with the quali- 
fications described above. 


st 
C 
b 
: 
. 


THE FOURNAL OF MARKETING 


47 


RESULTS 


Out-of-Town Checks as a Proportion of 
Total 


While the primary purpose of this 
study was to determine the limits of the 
Charlotte trading area, a record was 
kept for three days of the number of 
total checks drawn against Charlotte 
banks versus the number drawn against 
other banks to determine whether checks 
deposited by retail stores could be used 
as a measure of in-town versus out-of- 
town sales. 

Of the total number of checks for 
these three days, 38.91 per cent were 
drawn against out-of-town banks. Many 
rural residents of Mecklenburg probably 
use Charlotte banks, thereby detracting 
from the out-of-town percentage. Table 
VI gives some indication of the extent to 
which the proportions of Charlotte and 
of out-of-town checks are indicative of 
sales distribution between local and out- 
of-town customers. 

It is interesting to observe the simi- 
larity in at least three cases between pro- 


Taste VI.—Ovut-or-Town Cuecks AND EsTIMATED 
Out-or-Town Sates As A Per Cent oF TOTAL 
CueEcKs AND SALES FOR S1x STORES IN 
CHARLOTTE 1942 AND 1944 


Out-of-Town Checks Estimated Out-of- 
as a Per cent of Town Sales as a 


Store Total Checks Per Cent of 
Deposited Total Sales 
August 10-12, 1944 1942 and 1944 

I 45.52 40-50! 
2 21.83 20-30! 2 
3 33-10 55 
4 42.21 50 
5 23.81 20-30 
6 25.00 52 

Total 38.91 

1 1944 Estimate. 


2 Both figures are estimate of writer. 

8 Includes deposits of seven stores, one of which was 
not listed separately because of few deposits. 

Source: Deposits of six stores in a Charlotte bank and 
credit records of managers of six stores. 


portionate out-of-town checks and pro- 
portionate out-of-town sales apparent in 
Table VI. Only Stores 3 and 6 displayed 
considerable variation between the two 
percentages. Errors in estimated out-of- 
town sales, the unrepresentativeness of 
deposits of total sales, and the effect of 
wartime conditions may explain the dif- 
ferences. These data indicate that where 
a large number of checks are deposited 
and where credit sales are important, as 
was true for Stores 1 and 2, there is value 
in using check deposits to show propor- 
tionate out-of-town trade. Data for the 
seventh store whose checks were an- 
alyzed were too fragmentary to justify 
comparison on an individual store basis 
and were included only in total figures. 


Geographic Distribution 


Data showing the proportionate geo- 
graphic distribution of out-of-town 
checks are shown on Map 4. The absolute 
density of dots on Map 4 cannot prop- 
erly be compared with the absolute 
density of dots on Maps 1 and 3 because 
of the absence of Mecklenburg rural 
data on Map 4, which tends to overstate 
the importance of other communities. 
However, comparative densities of com- 
munities outside of Mecklenburg can be 
compared on the three maps. 

Maps 1 and 3, based on charge rec- 
ords, emphasize the considerable im- 
portance to Charlotte of the counties 
surrounding Mecklenburg. Map 4 sub- 
stantiates that fact only to a limited de- 
gree. While Gastonia accounted for 7.09 
per cent of the total out-of-town checks, 
versus 4.11 per cent of the total out-of- 
town credit records called for during the 
February 1, 1942-July 10, 1943 period, 
other communities in the county, such as 
Belmont, Mount Holly, and Stanley, 
displayed a much lower buying activity 
in Charlotte, as measured by checks, 
than credit activity, as measured by 
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charge records. This would indicate that 
people from these smaller communities 
apparently did some of their banking in 
Gastonia and possibly Charlotte or paid 
their bills with currency. Concord and 
Kannapolis, on the other hand, both dis- 
played as much activity in checks 
turned over to Charlotte as in their 
credit reports. Thus, Cabarrus County 
is more nearly the same on the two maps 
than Gaston County. 

Map 4 exhibits a major area compa- 
rable in limits to that of Map 3, with the 
exception of a variation between the two 
maps in the importance of Darlington 
and Florence, South Carolina. Map 4 
displays a wider secondary and tertiary 
area than Map 3, which is undoubtedly 
accounted for by the greater than nor- 
mal tendency for out-of-town customers 
to pay their accounts with checks, and 
especially by the importance of mail 
order customers on Map 4. 

This study indicates that deposit 
analysis can be used most effectively to 
determine the maximum limits of the 
trading area for retail stores which do a 
large volume of out-of-town credit busi- 
ness. The greatest limitations of the 
method are its inability to show the area 
for cash sales and its tendency not to 
reveal accurately the comparative inten- 
sity of sales distribution between nearby 
and more distant communities. In fact, 

this study suggests that a check deposit 
area tends to show broader geographic 
limits than retail selling areas delineated 
by other means. 


C. Trarric FLow 


A third check on the general retail 
trading area of Charlotte was made 
through an analysis of passenger traffic 
in the vicinity of Charlotte. The pas- 


and other nearby communities, and 
their movement reflects the degree and 
nature of the inter-community affiia- 
tion of which this study is a specialized 
aspect. Passenger traffic is that which is 
of most significance to the study of retail 
trade. This analysis of traffic flow is 
based upon statistics collected and sum- 
marized by the Division of Statistics and 
Planning of the North Carolina State 
Highway and Public Works Commis- 


sion. 


Nature of Available Traffic Data 
Statistics of Traffic Volume 


The Division of Statistics and Plan- 
ning has on record two types of data 
used in this study of the Charlotte retail 
trading area. Since 1937-1938, the di- 
vision has been collecting accurate data 
on traffic flow throughout the state. 
Counting machines established perma- 
nently or temporarily at various points 
along the highways enable the division 
to determine the total, average, and, in 
many instances, seasonal movement of 
traffic at different places throughout the 
state. These traffic flow figures are seg- 
regated into those of commerical, pas- 
senger, and foreign passenger vehicles. 
The annual average movement of pas- 
senger cars per day was the figure most 
useful for the purposes of this study. 

A continuation of traffic counting over 
a period of years will reveal secular 
trends which will be valuable as evi- 
dence of social and economic changes 
throughout the state. The points selected 
for traffic counting were apparently and 
logically chosen for their ability to reveal 
traffic movement at points strategic 

from the viewpoint of road construction 
and maintenance. Such points were 
typically at town or city limits, before 
and after important intersections, and at 
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ters. These counts do not indicate the 
direction of traffic movement but only 
the total movement on both directions. 


Origin-Destination Studies 


A second valuable source of data was 
the series of special studies made of four 
North Carolina cities, including Char- 
lotte, during 1943 and 1944 to collect 
facts in anticipation of a postwar ex- 
pansion in road-building activities. These 
origin-destination studies revealed for 
each of the cities the point of origin 
within or outside the city of each vehicle 
leaving the city and passing one of the 
checking stations established just be- 
yond the city limits, as well as the desti- 
nation of each vehicle. The purpose of 
the Charlotte study, made December 
2-14, 1943," was to determine, through 
interviews with vehicle drivers, the 
possible use and desirability of a by-pass 
from US 29 northeast of the city to US 
29-74, two miles west of the city. A 
second study of Charlotte, made May 
10-23, 1944,” was designed to analyze 
all highway and rural traffic movement 
to determine the pest location for an 
arterial highway through the city and to 
estimate its possible use and the relief 
which its use would offer to present high- 
way routes penetrating the heart of the 
city. Interviews at eighteen checking 
stations on highway and county roads 
near the city limits, with approximately 
98 per cent of all outbound drivers, en- 
abled the division, during selected days 
in December, 1943 and May, 1944, to 
determine the origin and destination of 
practically all vehicles leaving Char- 
lotte. These figures, when projected to 

James S. Burch, Report on Origin-Destination 
Survey for Proposed By-Pass US 29, Charlotte, North 
Carolina (Raleigh: North Carolina State Highway and 
Public Works Commission, January, 1944). 

James S. Burch, Report on Origin-Destination 
Traffic Survey of Charlotte, North Carolina (Raleigh: 


North Carolina State Highway and Public Works 
Commission, July, 1944). 


the traffic level of 1940, a more nearly 
normal year, give a comprehensive pic- 
ture of rural and rural-urban trips in the 
Charlotte area.“ 


Method and Results 
Traffic Density 


Paver and McClintock have developed 
and described a technique for delineating 
retail trading areas by an analysis of 
traffic flow.“ Data available from the 
Division of Statistics and Planning of 
the North Carolina State Highway and 
Public Works Commission do not per- 
mit perfect application of this method. 
In the first place, traffic flow data col- 
lected by the division are in terms of 
number of vehicles rather than number 
of passengers. Variations in passenger 
load might well be an important factor 
in comparing short and long trips. 
Second, traffic flow data in North 
Carolina are collected for their value to 
highway maintenance; and counting 
stations are not established on all roads 
leading to Charlotte, nor are counting 
machines placed, in all instances, at 


18 The Division of Statistics and Planning excluded 
from its figures all traffic which originated at, or was 
destined for the United States Rubber Company 
plant located on NC 49, six and one-half miles southwest 
of Charlotte, under the assumption that the wartime 
activity of this plant had created an abnormal traffic 
movement in that direction which would be altered in 
peacetime because of the probability that peacetime 
workers would live nearer the plant rather than in 
Charlotte. 

Of the total number of employees at this plant in 
1944, 49 per cent came from 35 communities outside 
Mecklenburg County, ranging from points as far as 48 
miles away. Thirteen of the communities were in South 
Carolina. Sixty per cent of these out-of-town employees 
depended upon bus service for transportation, and most 
bus companies servicing the plant arranged for a one- 
hour stopover in Charlotte for shopping once each 
week. These out-of-town employees were doubtless one 
factor in Charlotte’s non-local trade during the war 
years. Information on personnel from Assistant Service 
Manager, Charlotte Plant, United States Rubber Com- 
pany, Charlotte, North Carolina, in a letter to the 
writer, November 21, 1944. 

M4 John Paver and Miller McClintock, Traffic and 
Trade (New York: McGraw-Hill and Company, 1935). 
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regular or sufficiently frequent intervals 
along the highway to indicate with pre- 
cision the exact point of change in 
traffic volume. 

Also, the varying density of popula- 
tion of North Carolina, spread over a 
broad geographic area, particularly in 
the Piedmont section, makes points of 
demarcation in traffic movement more 
difficult to discern. Rural trips to small 
town trading centers alone produce a 
total pattern of dense traffic movement 
because of the proximity of the small 
trading centers to each other. This traf- 
fic movement intermingles with rural-to- 
Charlotte and small-town-to-Charlotte 
traffic to produce, for many miles on 
highways leading into Charlotte, a large 
and almost constant traffic flow whose 
component parts are sometimes difficult 
to distinguish. 

In spite of these limitations, however, 
traffic flow statistics were examined for 
the main highways between Charlotte 
and other cities of North Carolina to 
determine the points where passenger 
traffic volume was at its lowest. These 
points correlated closely with the limits 
of areas delineated by other methods. 

Map 5 shows the highway system of 
central North and South Carolina for 
1942. On it are indicated those points be- 
tween Charlotte and other large trading 
centers in North Carolina where traffic 
counts indicated the smallest number of 
passenger vehicles per day in 1941. This 
was not necessarily the point of lowest 
traffic volume; counts were known only 
where counting machines were placed. 
However, the trend in flow seemed suf- 
ficiently apparent from the statistics to 
justify the assumption that the point of 
lowest actual flow would be close to the 
point indicated on Map 5, which is based 
on available traffic data. 

The low point in traffic flow between 
Charlotte and Wilmington was reached 


at the two most eastern points indicated 
by x’s on Map 5. Traffic flow north of 
Lumberton, however, was so much 
heavier than west of Lumberton it would 
imply a heavy north-south movement 
between Lumberton and Fayetteville 
and between Fayetteville and Durham 
or Fayetteville and Raleigh. Therefore, 
the low traffic volume points just east 
of Maxton and Johns seem to mark 
more logically the easternmost bound- 
aries of the traffic area determined by 
this method. 

Because the number of personnel 
stationed at Fort Bragg increased from 


_a prewar level of approximately 5,000 to 


a war level of approximately 80,000," 
traffic volume in the area of Fayette- 
ville was greatly affected in 1941. For 
this reason, no point of lowest traffic 
density was selected on US 15 A. On 
US I were two points north and south of 
Aberdeen of equally low traffic density, 
indicated by x’s on Map 5. To test 
whether Biscoe fell within the Charlotte 
or Greensboro trading areas, NC 27 east 
from Charlotte to Biscoe and US 220 
north from Biscoe to Greensboro were 
regarded as a single route. Along this 
route, the point of lowest traffic flow was 
at the boundary of Montgomery and 
Stanley Counties, suggesting that Biscoe 
trade moved to Greensboro rather than 
to Charlotte. On US 220 south of Biscoe, 
a low point in traffic density was reached 
below Candor, and the point marked on 
Map 5 indicates that trade south of that 
point went to Charlotte rather than 
northward. No count of traffic was made 
on NC 49 between Charlotte and Ashe- 
boro. The dense traffic movement on 
US. 29 between Charlotte and Greens- 
boro reached its point of lowest density 
north of Salisbury and Spencer, at the 


% Division of Statistics and Planning, State High- 


* way and Public Works Commission, Raleigh, North 
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point indicated on Map 5. 

The assumption was made that Win- 
ston-Salem provided the greatest com- 
petition to Charlotte for Statesville 
trade. Therefore, US 21 north’ from 
Charlotte to Statesville and US 64 and 
158 northeast from Statesville to 
Winston-Salem were regarded as a single 
route for trade purposes. The low point 
on this route was reached northeast of 
Statesville, implying that Statesville 
trafic flowed to and from Charlotte 
more readily than to and from Winston- 
Salem. Unfortunately, no traffic counts 
were made on NC 16 and NC 27 north- 
west from Charlotte to Hickory and 
Morganton, prohibiting any analysis of 
these routes. Along US 74 west of Char- 
lotte to Asheville, however, there was a 
sharp break in passenger traffic west of 
Rutherfordton, suggesting a_ greater 
movement east of Rutherfordton than 
west, due possibly to a low population 
density west of the town. 

The chief difficulty in applying the 
Paver and McClintock method of analy- 
sis arises when three or more cities are 
competing for the trade of a given com- 
munity and three highway routes must 
be taken into consideration. For ex- 
ample, residents of Southern Pines may 
go to Charlotte, Raleigh, Greensboro, 
or Fayetteville to shop. A point of low 
traffic density can be determined be- 
tween two cities when there is a single 
route connecting those cities, but it is 
almost impossible to determine from 
trafic flow figures whether Southern 
Pines residents went to Raleigh, Greens- 
boro, or Charlotte. Furthermore, when 
the routes which are being examined are 
circuitous and eventually join another 
route from another community, traffic 
flow figures become complex. However, 
where it was possible in this study to de- 
termine traffic flow between two locali- 
ties, the point of lowest density coincided ~ 


with considerable accuracy with the 
point of demarcation determined by 
other methods of trading area delinea- 
tion. Therefore, the following generaliza- 
tion seems valid: where a single main 
highway connects two competing cities, 
and where smaller towns along that 
route lie within the influence of no more 
than two large trading centers, it is pos- 
sible to determine with reasonable ac- 
curacy the point of lowest traffic density; 
and this tends to correlate with the retail 
trade breaking point between the two 
cities. 


Origin-Destination Study 


Summary statistics showing the des- 
tination of passenger cars leaving mid- 
town Charlotte on certain days of De- 
cember, 1943 and May, 1944, are shown 
in Table VII." 

Interviews with a total of 17,934 
drivers comprised the basic data for the 
two origin-destination studies of Char- 
lotte in December, 1943, and May, 1944. 
From the records of these 17,934 inter- 
views were taken only those of passenger 
cars whose origin had been mid-town 
Charlotte, and the destination of each of 
these was then recorded. Mid-town 
Charlotte comprises a rectangular area 
whose center is approximately the South- 


16 Two weaknesses are inherent in these traffic data. 
This 1943-1944 study was based on travel conditions 
during a war period. Transportation restrictions may 
have inflicted heavier damage upon long distance 
travel than upon short distance travel and may have 
produced a wartime pattern deviating to that extent 
from a normal pattern. Moreover, one is forced to read 
with care statements made by drivers who were travel- 
ing under the rationing restrictions of wartime and 
were subjected to questioning by a state employee. 
Each driver interviewed was handed a card prior to the 
interview requesting his cooperation and assuring him 
that the information was not related to the rationing 
program. Nevertheless, one is justifiéd in discounting 
statements made by drivers under such conditions, The 
summation of these qualifications points to the pos- 
sibility of understatement in the limits of the traffic 
destination area. 
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Taste VII.—Numser AnD Per Cent or PassenceR 
Cars Leavinc Mip-Town Cuartotrre Wuose Destt1- 
nation Was Nortu Carona, Soutu Caro.ina, 
AND OTHER StaTEs ON SELECTED Days or 
DeEcEeMBER, 1943, AND May, 1944 


Destination Number Per Cent 
Ten miles or less 2,764" 61.67 
North Carolina, beyond ten miles 1,295 28.89 
South Carolina 251 5.60 
Destination more than ten miles, 
but specified in distance only 145 3-24 
Other States 27 
Total 4,482 100.00 


* Figures reported by the Statistics and Planning 
Division of the North Carolina State Highway and 
Public Works Commission were reduced 2.1665 per 
cent to place them on a comparable basis with other 
figures in this table. See text discussion for explanation. 

Source: North Carolina State Highway and Public 
Works Commission, Division of Statistics and Plan- 
ning, Raleigh, North Carolina. 


ern Railway crossing on East Trade 
Street and whose diagonals run approxi- 
mately seventeen blocks on East and 
West Trade Streets and seventeen blocks 
on North and South Tryon Streets." 
This comprises the principal retail and 
down-town business section of the city. 
A few cars which left mid-town Charlotte 
were excluded for the purposes of this 
trading area study.!* 

According to Table VII, 61.67 per 
cent of all drivers indicated they were 
traveling ten miles or less, showing the 
preponderance of short trips in the total 
traffic movement from mid-town Char- 
lotte.'® Since practically all of the cars 


17 Accurately speaking, the area lies within the 
limits of 80° 50’ and 80° 51’ longitude and 35° 13’ and 
35° 14’ latitude. 

18 These were the small per cent cf cars which had 
originated in other cities but which had stopped in 
Charlotte overnight or for meals, and were, therefore, 
included in the traffic study as cars originatisig in mid- 
town Charlotte. These vehicles were excluded because, 
from a trading standpoint, their movement was differ- 
ent in nature from that of other cars. Also excluded 
were those for which no destination was specified on the 
questionnaire or whose specified destination was illegi- 
ble. 


which were going more than ten miles 
and which specified their destination in 
distance only were on those highways 
which led to points in North Carolina. 
Table VII indicates that only a little less 
than six per cent of all cars were des- 
tined for points in South Carolina. 
Traffic flow would indicate a compara- 
tively weak affiliation between Charlotte 
and South Carolina, due partly, of 
course, to South Carolina’s smaller pop- 
ulation. Map 6 shows the destination of 
the 4,337 passenger cars leaving mid- 
town Charlotte on the selected days 
whose destination could be accurately 
determined and graphed. The concen- 
tration of movement to Mecklenburg 
and surrounding counties indicates the 
predominate affiliation between Char- 
lo:te and those counties. While Mecklen- 
burg was the destination for 67 per cent 
of the cars leaving mid-town Charlotte, 
Mecklenburg combined with Gaston, 
Cabarrus, Union, and York Counties ac- 


counted for the destination of approxi- 


mately 84 per cent. Most of the traffic 
movement was obviously a flow con- 
centrated within short distances. 

The more distant points to which 
there was a large flow were Spartanburg, 
Greenville, Columbia, Sumter, Raleigh, 
Greensboro, High Point, Winston- 
Salem, and Asheville. The heavy move- 
ment to these points was probably ac- 
counted for by the travel of business 
men, whose traffic would be an impor- 
tant part of that leaving mid-town Char- 
lotte.?° 


19 National traffic studies have indicated consistently 
that eighty per cent of rural trips are less than twenty 
miles one way. Road use is composed, therefore, of 
many short but very few long trips. Division of Statis- 
tics and Planning, North Carolina State Highway and 
Public Works Commission, Raleigh, North Carolina. 

20 It is significant to note a statement made in this 
connection by the State Highway and Public Works 
Commission with reference to Charlotte: “Our car oc- 
cupational study of 1943 registration indicated that 
there were 1920 traveling salesmen in the county; and, 
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Traffic to Salisbury, Statesville, Hick- 
ory, Shelby, Chester, Lancaster, Hamlet, 
Rockingham, and Albemarle was heavier 
than to the more distant large cities 
mentioned above. These towns are 
closer to Charlotte, and retail trade 
movement undoubtedly played an im- 
portant part in this flow. 

Map 6 shows the same basic patterns 
observable in Maps 1-5. There is a pre- 
dominant area immediately surrounding 
Charlotte, a northwest to southeast area 
in which the total movement is greatest, 


and an unusually important link be- © 


tween Charlotte and the important large 
cities of North and South Carolina. This 
destination study of traffic originating 
in midtown Charlotte substantiates the 
findings of other analyses, with the pos- 
sible exception of the unusual impor- 
tance of movement between Charlotte 
and cities of large size and retail sales 
volume. 


D. AppLicaTION oF REILLY’s LAw 
or Retait GRAVITATION 


Reilly’s law of retail gravitation, based 
upon population and distance as trading 
area determinants, has been applied to 
the Charlotte area.7 Map 7 shows the 


at that time, it is known that the figure had been re- 
duced below normalcy, due to wartime shortages. In 
normal times, there may be 2500 traveling salesmen 
living in the county, practically all in Charlotte.” 
Burch, Report on Origin-Destination Survey, January, 
1944, p. 9. This fact is important to Charlotte because 
of its effect upon the city’s sales of automobiles, upon 
the business affiliations between Charlotte and other 
communities, upon Charlotte’s retail trade, and upon 
figures of traffic flow to and from Charlotte. 

1 There were some problems encountered in delineat- 
ing Charlotte’s retail trading area by this method in 
those sections where more than one city was competing 
with Charlotte for retail trade, as in northwestern 
North Carolina, where both Asheville and Winston- 
Salem also have influence, and in eastern North Caro- 
lina, where both Raleigh and Durham show influence. 
There was also the problem of deciding whether Flor- 
ence, South Carolina, should be considered as a trading 
center, in view of the exclusion of Gastonia, Fayette- 
ville, Statesville, and other towns of similar size from 


contour of the area so delineated. The 
cities used in setting the limits of this 
area were Wilmington, Raleigh, Greens- 
boro, Winston-Salem, Asheville, Spar- 
tanburg, Columbia, and Florence. This 
area varies little from the general Char- 
lotte trading area determined by other 
means. Its chief difference is its exten- 
sion into southeastern North Carolina 
and northeastern South Carolina. 


E. Popu.atTion DENsITY 


Map 8 shows population density by 
minor civil divisions in North and South 
Carolina in 1940. This map gives an 
opportunity to test the usefulness of 
population density data in delineating 
trading areas. Paver and McClintock 
suggest that the breaking point between 
two competing cities be set at that point 
where population density is at its low- 
est.” Map 8 indicates either that more 
than nine population density classifica- 
tions would have to be used to show 
density gradations precisely enough to 
permit such demarcation or that popu- 
lation distribution in central North and 
South Carolina is peculiarly and con- 
sistently dense over a considerable area. 
Points of demarcation on Map 8 would 
fall west of the city of Rutherfordton; 
north of Morganton and Lenoir; north- 
east of Salisbury; east of Albemarle; 
east of Monroe; and south of Chester. 
A demarcation between Charlotte and 
Spartanburg would be difficult to make. 

It is impossible to delineate an area by 
this method alone when two centers are 
competing for the trade of a given local- 
ity which does not lie between the 


the group of competitive trading centers, or whether 
Columbia should alone be regarded as Charlotte’s 
competitor in that area. Florence was, however, in- 
cluded, although Columbia’s influence towards the 
southwest and Charlotte’s towards the northwest 
limited its area greatly. 

2 Paver and McClintock, op. cit., p. 65. 
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centers. This would be true for North 
Wilkesboro, for example, which may be 
allied either to Winston-Salem or to 
Charlotte and which cannot be properly 
allocated to either if population density 
alone is considered. It is likewise true 
for the counties east of Charlotte which 
may be allied to Charlotte, Wilmington, 
or Raleigh but which show no affiliation 
on the basis of population density figures. 
It is northwest, southeast, and south- 
west of Charlotte that it is most difficult 
to determine trading area limits by pop- 
ulation density alone. 

One can, however, appreciate certain 
characteristics of Charlotte’s out-of-town 
trade far better after having seen Map 
8. First, it is apparent why Charlotte 
draws such a small share of its out-of- 
town trade from South Carolina: there 
are not very many people living in that 
section of South Carolina which is in 
Charlotte’s trading area. It is also ap- 
parent why Gaston and Cabarrus Coun- 
ties are the most important sources of 
Charlotte’s out-of-town trade: they are 
both close to Charlotte and densely pop- 
ulated. It is likewise obvious why Char- 
lotte does not draw many customers 
from the western part of Rutherford 
County and northern parts of Caldwell 
and Burke Counties, all of which are 
comparatively sparsely populated. The 
area northeast, east, south-east, and 
south of Charlotte is far from as densely 
populated as the area north and west of 
Charlotte. 3 

One can conclude, therefore, that pop- 
ulation density is less useful as a means 
of delineating trading areas than as a 
means of explaining why out-of-town 
customers are more plentiful from cer- 
tain localities than from others and of 
providing a basis for measuring intensity 
of drawing power. Map 8 should be 
studied in conjunction with other meas- 
ures of out-of-town customers and sales. 


IV. Summary AND ConcLuUSIONS 


This delineation of Charlotte’s gen- 
eral retail selling area by five methods 
has revealed repeatedly certain charac- 
teristics. First, Mecklenburg and ad- 
jacent counties comprised Charlotte’s 
primary area, and Gaston and Cabarrus 
counties were, by far, the most impor- 
tant of the adjacent counties. This pri- 
mary area was almost circular, embrac- 
ing, roughly, the towns af Monroe, Con- 
cord, Kannapolis, Davidson, possibly 
Lincolnton, Gastonia, and Rock Hill. 

Second, a significant number of cus- 
tomers lived within a secondary area 
comprising Salisbury, Statesville, Hick- 
ory, often Lenoir, Morganton, Shelby, 
occasionally Rutherfordton, Chester, 
Lancaster, Bennettsville, Laurinburg, 
and Albemarle. In contrast to the more 
nearly circular primary area, this sec- 
ondary area was somewhat elliptical,” 


%3 It is possible that the limits of this area could be 
better described in terms of a.series of parabolas which 
join each other to create a continuous area about the 
city of Charlotte. Fetter developed the theory of eco- 
nomic determination of wholesale market areas in terms 
of minimized total costs to the buyer. Assuming a direct 
relationship between distance and transportation cost, 
he concluded that in its pure form, a market area about 
a trading center is described by a parabola determined 
by those points which equalize the difference in distance 
(or transportation cost) from the trading center on the 
one hand and from a competing trading center on the 
other, both of which are selling a standardized good at 
the same f.o.b. price. The size of the parabola is in- 
creased or decreased by differentials in f.o.b. prices or 
in transportation costs. He further expanded the theory 
to include more than two competing centers. Cf. Frank 
A. Fetter, The Masquerade of Monopoly (New York: 
Harcourt, Brace and Company, 1931), pp. 278-299. 
Because competition in retail trade involves so many 
non-price elements, additional factors would have to be 
introduced to develop a comparable law for retail sell- 
ing areas. In addition to the influence of prices, the be- 
havior of buyers in the retail market is affected by the 
quality and quantity of merchandise; terms of sale, in- 
cluding such things as the return goods privilege, credit, 
certain services, guarantees, etc.; and selling methods, 
as well as by buying habits and knowledge of the market 
situation. Reilly found that size of city constituted an 
adequate indirect measure of these non-price factors in 


~ retail selling. Cf. William J. Reilly, The Law of Retail 


Gravitation (New York: William J. Reilly, 1931). 
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extending from the northwest to the 
southeast, apparently because of the 
competition of sizeable trading centers 
to the northeast and southwest of Char- 
lotte. 

Third, it has been shown that while 
most of Charlotte’s out-of-town cus- 
tomers came from within the primary 
and secondary areas described, some 
came from a tertiary area lying beyond 
the limits of the secondary area. A few 
of these customers lived in sizeable 
towns which were themselves important 
trading centers. 

Because five methods have been used 
to describe the general retail trading 
area of Charlotte, it is possible to draw 
tentative conclusions about the utility 
of different methods of delineation.* 

First, each series of data shows exactly 
what the data represent. A delineation 
based on Credit Bureau records shows 
the location of credit customers, irre- 
spective of the frequency or size of their 
purchases in the trading center. The 
area from which cash customers are 
drawn may be quite different. It is im- 
portant, therefore, to think of any selling 
area delineation in terms of the data 
upon which it is based. 

Second, there is a marked similarity 
in the areas delineated by the various 
methods used in this study. While the 
extensity and intensity of area coverage 

%* While most of the conclusions stated here are based 
upon material presented and discussed in this article, 
a few are based upon a comparison of the general area 


as described herein with the area delineations for indi- 
vidual stores in Charlotte. 


varies somewhat from map to map, the 
basic patterns are the same. 

Third, most of the delineations in this 
study show rather broad limits, while a 
number of individual stores in Charlotte, 
particularly those handling lower price 
merchandise, were found to have areas 
which were fairly well concentrated. 
Therefore, it would appear that not all 
stores shared equally in the areas de- 
scribed. 

Fourth, Reilly’s law of retail gravita- 
tion provides a remarkably accurate 
delineation of the Charlotte retail trad- 
ing area, as judged by the other methods. 
This method is by far the easiest to 
apply. 

Fifth, in the origin-destination study, 
the analysis of charge records, and the 
study of bank deposits, the city’s selling 
area has been viewed from the center it- 
self. To a considerable extent, the studies 
of traffic volume and of population and 
the application of Reilly’s law provided 
delineations by a bird’s-eye view of the 
entire area. In the latter case, Charlotte 
is seen in terms of its relation to the en- 
tire area. This type of approach should 
be developed more completely, for a 
social analysis of retail selling areas can- 
not be complete until the degree to which 
a selling center has satisfied the total 
consumer demand in a particular locality 
has been determined. Studies are needed 
which include not merely data on cus- 
tomer address but also total income and 
expenditures by those customers in vari- 
ous market centers. 
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A PSYCHOLOGICAL VIEW OF ADVERTISING 
EFFECTIVENESS 


ERNEST DICHTER 
Psychological Consultant 


What is real advertising effectiveness? 


ost of the difficulties which have 

been encountered in attempting to 
appraise the effectiveness of advertising 
lie in a too literal interpretation of the 
problem. 

A purchasing action is seldom a direct 
and immediate result of an advertise- 
ment. A number of intermediary proc- 
esses take place in the mind of the 
potential buyer. Before the sales effec- 
tiveness of an advertisement can be 
measured, its psychological impact must 
be known. When an individual reads an 
advertisement or listens to a radio com- 
mercial a number of mental processes are 
stimulated. An appeal, a term so com- 
mon to the vernacular of advertising, is 
really one of the most complex psycho- 
logical devices. Since most of our actions 
are governed by our needs and desires, 
an effective appeal is a convincing prom- 
ise of satisfaction of these needs. 

The effectiveness of an advertisement 
depends, therefore, on the psychological 
results it produces in the mind of the 
reader. Even though an advertisement 
may be widely read, it is without value 
if it only serves to increase the reader’s 
prejudice and dislike of the advertised 
product, or if it has no favorable effect. 


How real advertising effectiveness can be 
measured 


If we assume that all the people in 
whom an advertisement could arouse de- 
sirable associations and emotions to be 
represented by 100, then the number of 
people in whom this effect actually took, 
place indicates one aspect of effective- 


ness. The first step in a psychological 
measurement of an advertising effective- 
ness is the establishment of a number of 
critical scales. Each one of these repre- 
sents one specific observable psycho- 
logical reaction. Thus we have an in- 
ventory of all possible reactions to an 
advertisement, such as _ identification, 
pity, agreement, hatred, argumentation, 
nostalgia, jealousy, fear, and so forth. 

Each form of reaction produced by an 
advertisement is represented by a verti- 
cal rank-order line. The degree of reac- 
tion is indicated on the line. By connect- 
ing all points a psychological profile of 
the effect produced by the advertise- 
ment is derived. 

In an analysis of the effectiveness of 
an advertisement, one chart might read, 
for instance: This advertisement pro- 
duces a high degree of identification, a 
strong feeling of pity, and only weak 
mental images—indicating that very 
little mental rehearsal of the use of the 
product is taking place. 

An analysis of such advertising pro- 
files can show that in advertising copy 
simple basic words like “security” or 
“common sense” or even “sale” often 
call for translation into their emotional 
meanings. ‘‘Security”’ is only understood 
when it means “to stop worrying,” 
“common sense” when it means “you 
and I,” and “‘sale” when it means “you 
can feel like a smart buyer.” 

The psychological test of the impact 
of an advertisement and its graphic pres- 
entation in the form of a profile dem- 
onstrates what happens to the message 
in the mind of the prospective buyer. If 
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we can show that it stirs no emotions, 
then its language and pictures must be 
translated into more provocative terms. 

This method also makes it possible to 
determine what importance the atmos- 
phere and mood of a publication have for 
each part of its contents. Analyzing all 
the charts, we will see for example, that 
advertisements read in one magazine 
tend to produce more vivid mental pic- 
tures, or more active thinking, or are 
more critically read than advertisements 
placed in another magazine. 


Research techniques 


In measuring whether an advertise- 
ment has produced the kind of effect it 
set out to achieve the actual research 
techniques which we apply are of a psy- 
chological nature. By investigating the 
immediate associations aroused as peo- 
ple look at each advertisement, we avoid 
the aesthetic judgments which are often 
completely irrelevant to the psycholog- 
ical and commercial effects of advertis- 
ing. 

In this way we arrive first at an in- 
ventory of the psychological mecha- 
nisms set in motion by a specific adver- 
tisement. From this information we are 
able to determine the general feeling 
created in the reader, and the extent to 
which a rehearsal of action leading to 
purchase has taken place. 

We search the reader’s mind to find 
out what memories were aroused, the 
extent to which he saw action in the il- 
lustration, whether it excited him, made 
him dream, made him feel good or bad, 
how he would change the advertisement, 
what associations and thoughts the prod- 
uct arouses, the extent to which these 
associations correspond with those stim- 
ulated by the advertisement and so 
forth. 

Many of our questions resemble those 
asked in the so-called projective per- 


sonality test. In these, dramatic pic- 
tures are shown to the subject, and his 
reactions to them—what he sees in the 
pictures and what they mean to him— 
offer clues to the effect of the pictures 
and to the personality being tested. In 
other words, the subject “‘projects’’ his 
own personality into the picture. 

Regional, economic and sex differ- 
ences, and other relevant factors are 
taken into consideration. However, it is 
just as important to watch for such con- 
trolling circumstances as are anchored 
in the personality of the readers them- 
selves. 


“‘BucksHoT ADVERTISING” 


Many advertisements do not reach 
the degree of effectiveness which they 
should and could attain. The same space 
could be filled with a more active sales 
message, systematically directed toward 
a specific effect upon the reader. 

Much of present advertising could be 
compared to the salesman, who, when 
the housewife opens her door to his ring, 
states simply: “I’m from the Woodhaven 
Company. Do you need any ashtrays 
today?’’ and then turns on his heel and 
goes. He may sell some ashtrays—but 
at what cost! By making use of real sales 
psychology in all its subtleties and re- 
finements, he could easily double or 
triple his sales without increased phys- 
ical effort. 

There is much proof, unfortunately, 
that at present little scientific measure- 
ment of advertising effectiveness has 
been adopted. When we ask any typical 
manufacturer for what purpose he spent 
$375,000 on his advertising program last 
year, he will reply with some amaze- 
ment, ““Why, to sell my pipe tobacco and 
to establish good will towards my com- 
pany, of course.” 

However, a brief experiment will often 
show how far he and his colleagues are 
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from really working towards their in- 
tended goal. We may take current issues 
of any five national magazines and cut 
out all the advertisements for whiskey, 
soap, cosmetics, tires, refrigerators, etc., 
and group them together. Although ev- 
ery manufacturer will disclaim any simi- 
larity of quality and service between his 
and other products, we find that three 
out of four of the advertisements for 
each type of product read almost alike. 

There is no toilet soap that will not 
give the user lovelier skin, no face cream 
that will not secure romance and eternal 
love for the purchaser, and no whiskey 
that is not milder, smoother, and longer 
aged than all others on the market. It is 
small wonder that the reader has great 
difficulty in distinguishing one brand 
from another. 

This kind of advertising does sell mer- 
chandise. But at what price? Does it 
give the manufacturer the most he can 
get for his money? Does it make the best 
use of available space and effort? 

Real advertising is not quite so simple. 
Else, why would millions of dollars and 
endless energy and ingenuity go into 
new advertising campaigns every year? 
It can only be proof of the intention to 
mold people’s buying attitudes. And yet 
each new issue of Life, The Saturday 
Evening Post, The New Yorker, and each 
new radio commercial, and each new 
poster contain expensive and painful 
proof that wasteful “buckshot adver- 
tising” is the accepted method. 

One would assume that an advertiser 
knows pretty well what he wants his ad- 
vertising to do. He is often clear about 
his commercial purpose, but many times 
he does not realize the psychological re- 
quirements of his advertising. 

Most current advertising states that 
“Soft Ride” car is safer, that “True 
Tone” radio has greater sound fidelity, | 
or that “Tip Tap” typewriter takes less 


energy to operate than others. The main 
goal is always the same: to convince the 
potential customer that one’s product 
outdoes the other’s. Only the way in 
which this is expressed varies. 

Most ice cream advertising, for ex- 
ample, strives to impress the public with 
the superior quality and flavor of one 
particular ice cream. These claims are 
augmented and illustrated with beauti- 
ful dishes of ice cream. To the advertiser 
the combination of copy and illustration 
adds up to good advertising. But is it 
enough—should not his goal be greater? 

A psychological study showed the 
“‘voluptuous” nature of ice cream to be 
one of its main appeals. In talking about 
ice cream, people commented: “‘You feel 
you can drown yourself in it.” and “You 
want to get your whole mouth into it.” 
Nothing, however, in the advertising 
produced the effect which this psycho- 
logical study showed they should have. 
The advertisements were not designed 
so as to satisfy people’s desire for vo- 
luptuousness. Instead they created a 
feeling of neatness, an expectancy of 
sober enjoyment in eating X ice cream— 
all far removed from the emotionally 
loaded feelings most people have for ice 
cream. 

In another study it was found that in 
the field of deodorants the appeal of 
social acceptance and safety is valid 
only for a small group of women. A much 
greater proportion considered such goals 
as much too far removed. What inter- 
ested them more than anything else was 
to be able to like themselves, to feel 
clean, to consider themselves smart 
beauty technicians. 

Very often in determining advertising 
campaigns, the advertiser makes the 
mistake of thinking that death, romance, 
fear or hope are valid and powerful ap- 
peals. This is a lay view of psychological 
facts. Actually the fear of being em- 
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barrassed or of having to consider one- 
self a failure far outweighs the power of 
such grandiose concepts as romance, 
love, death or happiness. 

It can be shown again and again that 
the pure recital of technical claims about 
a product leaves the reader cold and 
does not arouse the emotions necessary 
to make him change to a new product. 
When buying cigarettes, the smoker 
is actually afraid to try a new brand. He 
does not want to give up the known se- 
curity of his present brand, even though 
he may find fault with it, for the un- 
known, although possibly greater en- 
joyment of the new brand. Therefore 
to urge him to try brand X because 
it is different from anything he has 
ever tasted is a wrong and dangerous 
appeal. 

Not every research method is capable 
of clarifying the real goals of an adver- 
tising campaign. In functional psycho- 
logical research we distinguish between 
symptoms expressing the superficial 
rational explanations of an action, and 
the real, deeper reasons which form the 
emotional basis of such actions, and are 
connected with the functional role a 
product plays in the user’s life. 

For example, when interviewers told 
us that they consider the flavor the most 
important thing about ice cream, they 
were giving us only a symptom. The 
function played by ice cream in their 
lives stems from the whole emotional 
aura of voluptuousness, childhood ex- 
periences, and uninhibited over-indul- 
gence. It is these functions which form 
the basis on which an advertiser can 
build an effective campaign. 

There are few research assignments in 
which a similar way of thinking, a shift 
from symptoms to functions would not 
be effective in orienting advertising to do 
the precise job it should. 


How can the desired effect be achieved in 
an advertisement? 


When we know what effect an ad- 
vertisement should produce, the next 
step is to investigate the best ways of 
achieving this effect. It is not sufficient 
to determine statistically that so many 
men read the whole shaving soap ad- 
vertisement, while only so many women 
read it completely, or that the whiskey 
advertisement was read in toto by so 
many people, in part by so many more. 
While it is important to know how many 
people read an advertisement and how 
they do it, it is more important to know 
how they see it. 

Every time a reader views an ad- 
vertisement three successive steps are 
set in motion: a) an attempt to get into 
the advertisement, b) a registering of 
the psychological effects and c) a regis- 
tering of the commercial effects of the 
advertisement. 

a) Ways of getting into the odusitien. 
ment. A reader viewing an advertise- 
ment for the first time tries to enter it 
by various means. Either he abandons 
the attempt after a few seconds of casual 
note, or he is caught by the advertise- 
ment. 

Among the various processes which 
help him into an advertisement are 
these: identifying, being curious, arguing, 
accepting, rejecting, excluding, mem- 
orizing, dissecting, assembling, and emo- 
tionalizing—feeling pity, hatred, love, 
sympathy, and so forth. 

The channels enabling the reader to 
enter the advertisement can be grouped 
into two large classifications: emotional 
and intellectual forms of immediate re- 
actions. 

An emotional entrance would be sig- 
nified by: “‘I’m glad they’re not talking 
about me,” or “I hate that darn stuff.” 

That an intellectual process has taken 
place would be indicated by the ex- 
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clamation: “‘Gee, that’s an interesting 
story.” or “I’m curious to find out what 
this machine does.” 

b) Ways of Registering the psychological 
effects of an advertisement. An advertise- 
ment may leave the reader with any of a 
number of possible gratifications: “I feel 
relieved,” “I’ve learned something new,” 
“T feel sure of myself,” ““My curiosity has 
been satisfied,” or “It makes me feel that 
I’m smart.” 

These gratifications do not at all re- 
semble the various ways of getting into 
the advertisement. An attempt should 
be made to keep the psychological effects 
clearly distinct from the first contact 
with the message. 

What might be -considered a well- 
planned advertisement can have nega- 
tive psychological effects if one is not 
conscious of the mechanisms stimulated 
by it. This was the case in a study for 
a well-known reducing remedy. Although 
women accepted the desirability of slim- 
ness, they rejected the advertisement 
and the product. Investigation showed 
that the stout women featured in the 
“before” half of the ‘“‘before and after” 
routine were too extreme to be accepted 
by the readers. Their reaction to the 
picture was “That’s not me,” and “I 
don’t look that bad.” The effectiveness 
of the ad was lost because of this psycho- 
logical blunder. 

c) Ways of Registering the commercial 
effects of an advertisement. The real com- 
mercial effects of an advertisement are 
difficult to ascertain solely in terms of 
actual sales. It is a matter of dispute 
whether or not a valid conclusion about 
the commercial effects can be drawn 
from sales results alone. There are too 
many factors that may interfere between 
the immediate reaction and the final re- 
sult in a sale. 

If sales do not follow it is dangerous te 
say that the advertisement alone is at 


fault—it may be income tax time or 
everyone may be saving for vacations 
or the world news may be gloomy or the 
weather may be bad for shopping, and 
sales may suffer because of these factors. 

The only real test of an advertisements 
effectiveness is a knowledge of the 
thoughts, associations and mental images 
produced in the reader. In concrete terms 
each purchasing act is really the result 
of a mental rehearsal for buying. A shoe 
advertisement for example, is successful 
if at some point the reader reacts with 
the thought. “I imagine myself trying on 
the shoes.” Similarly, an airline adver- 
tisement produced a desirable commercial 
effect because it provoked such associa- 
tions as “I’m daydreaming. I visualize 
myself sitting in a plane and I’m proud 
of myself,” or “I see myself getting into 
a plane.” 

In other words, the closer any adver- 
tisement comes to producing thoughts 
which have the appearance of a pur- 
chasing act or which rehearse use of the 
product, the higher the commercial 
value of the effect of the advertisement. 


MoBILIZATION OF HuMAN NEEDS 


Knowing and understanding the three 
steps in the mental process evoked by an 
advertisement enables the advertiser to 
avoid many pitfalls. The illustrations are 
many: 

An advertiser of a nationally sold 
patent remedy for stomach distress was 
under the impression that his advertise- 
ments featuring a person suffering from 
indigestion were effective in making the 
reader identify, “When I have an upset 
stomach and feel like that, I’ll take X 
too.” But psychological study showed 
that instead of identifying themselves 
with the sick person in the picture, most 
people wanted to help them. 

Cartoon shoe advertisements appear- 
ing in children’s comic magazines were 
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rejected by the children as unreal be- 
cause they introduced characters with 
magic, superhuman powers into a real- 
istic framework. 

Study of a constipation remedy ad- 
vertisement showed that information on 
the nutritional value of the product, 
which the advertiser considered unim- 
portant and had squeezed into one cor- 
ner, was the only feature of a full page 
which satisfied the public’s curiosity 
about the product. 

An advertising program, brilliantly 
conceived and executed from a technical 
viewpoint, may miss completely if it 
neglects to control the psychological ef- 
fects. The intangible implications of an 


advertisement often are more significant 
than its actual content. No item of mer- 
chandise is ever sold unless a psycho- 
logical need exists which it satisfies. In 
other words, the actual merchandise is 
a secondary. Advertising’s goal has to be 
the mobilization and manipulation of 
human needs as they exist in the cus- 
tomer. 

Instead, most advertisers wallow lus- 
tily in an attempt to outdo each other in 
the employment of superlatives. Only 
when they learn to handle advertising as 
a scientific selling instrument so that it 
first becomes psychologically effective, 
will they have made real use of its 
potentialities. 
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MEASURING THE MERCHANDISE FLOW OF 
MEN’S CLOTHING 


ALFRED CAHEN 
Dun and Bradstreet, Inc. 


INTRODUCTION 


EFORE inventories piled up and prices 

broke in 1920 after the first World 
War the shrewd merchandiser could 
have profitably used facts and figures. 
How many yards of woolens were in the 
stockrooms of fabric mills and clothing 
manufacturers? How many garments 
were held in the manufacturers’ ware- 
houses and on the retailers’ shelves? 
Finally, at what rate was the consumer 
purchasing men’s clothing, by principal 
garment types and price lines? 


MERCHANDISE FLow Survey BEGINS 


A retail audit survey on men’s clothing 
was inaugurated by Dun and Bradstreet 
in July, 1945. It has developed into a 
panel of 1,400 stores cooperating quar- 
terly during a three and one half year 
period to date. This Merchandise Flow 
Survey is different from most surveys. 
Unlike the usual statistics on dollar 
value of retail sales, this survey shows 
unit sales and unit stocks by price lines 
on men’s clothing. Unit figures are today 
the practical key to successful operation, 
particularly in periods of changing 
prices. 

The survey results provide facts and 
figures to help the merchant—first, to 
plan purchases and second, to control 
inventories. For each garment and price 


line in men’s and student’s clothing the 
data record: 1. a measure of unit sales 
from retailers to consumers; 2. a measure 
of purchases by retailers from manufac- 
turers; 3. the current ratio of retail 
stocks to sales. 


How THE Retait Pane, Works 


A simplified questionnaire, itemizing 
nine men’s and student’s garments by 
price lines enables the retailer to record 
quarterly figures on unit sales and stocks 
with a minimum of effort, as noted from 
the example below on men’s suits. 

Similar figures on summer-weight 
suits, overcoats, topcoats, separate 
coats, trousers, and students’ clothing 
are compiled by price lines. 

Dun and Bradstreet reporters call 
personally on the 1,400 participating 
retail stores located in 300 communities 
in 45 states. The national sample in- 
cludes the following types of outlets: 
department stores; mail order houses; 
chain stores; large, medium, and small, 
independent stores; high price, medium 
price, and popular price stores; large 
city, suburban, small town, and rural 
outlets. 

The reporting sample comprises ap- 
proximately 4 per cent of the retail 
outlets handling men’s clothing and 9 
per cent of the sales. Thus the sample is 


Type of Retail Price 
Garment tim Range 
Men’s Suits I $65.00 and over 
(Except Summer-weight) 2 $50.00 to $64.99 
3 $35.00 to $49.99 
4 $35.00 


Units Sold During Units in Stock 
Quarter Aug. I- End of Quarter 
Oct. 30, 1948 Oct. 30, 1948 
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stratified to give heavier representation 
to larger stores. 

One limitation is an insufficient num- 
ber of low price stores—the retailer 
catering to foreign, negro, and laboring 
groups. The type of store located on 
Tenth Avenue or in the Bowery in New 
York tends to be less cooperative and 
less interested in keeping records than 
the Fifth Avenue or Broadway merchant. 
This problem needs to be gradually 
overcome. 

Sales of retailers to consumers con- 
stitute only one stage in the process of 
merchandise: flow. Parallel surveys of 
clothing manufacturers and of woolen 
mills are conducted by National Credit 
Office and by National Association of 
Wool Manufacturers respectively. All 
data are in terms of units either in 
yardage of fabric or number of garments. 
Despite limitations, for the first time, 
the wool clothing trade has merchandise 
flow information from fabric to garment 
to retail store. The industry knows 
where the material is in process from 


“the sheep’s back to the customer’s 
back.” 


CuRRENT DEMAND FOR SUITS BY 
Price LINEs 


Let us look at the current record of 
the men’s wool clothing trade for the 
quarter ended October 30, 1948. Com- 


These trends confirm an old principle 
known to economists—a moderate de- 
crease of 17 per cent in purchases by 
ultimate consumers results in a larger 
decline of 26 per cent in sales of clothing 
manufacturers to retailers, and a still 
sharper decrease of 51 per cent in sales 
of woolen mills at the primary level. 

In actual practice a time lag of several 
months occurs between the operations 
of retailers, cutters, and woolen mills. 
Thus production of suits exceeded retail 
sales of suits the first nine months of 
1948. The recent decline in retail sales 
will foreshadow decreases in output of 
suits and men’s wear fabric in the coming 
months. 

Over-all figures on sales of suits are apt 
to conceal basic underlying facts in 
consumer demand by price lines for all 
men’s clothing. 

Analysis of retail stocks on October 
30, in terms of number of weeks’ unit 
sales, showed a consistently lower in- 
ventory to sales ratio in popular price 
garments contrasted with higher price 
lines. Trade interpretations of this fact 
vary. Either retailers are not stocking 
low price garments due to slow consumer 
acceptance or low stocks reflect rapid 
turnover due to markdown sales. 


Noumser or Weeks’ Retait Stocks, 
OcroBER 30, 1948 


High Medium Popular 
parisons are with the identical quarter Price Price —Price 
Suits 21 24 17 
in 1947 when demand for suits by 6) a 
veterans was still brisk. Therefore the  Topcoats 21 20 17 
figures shown below are not so alarming — a 24 17 5 
as they may seem on the surface. 15 

Quarter ended October 30, 1948 compared with one year ago 
Men’s Suits Men’s Suits Men's Wear 
(Retailers) (Manufacturers) Wool Fabrics 
Per Cent Change Per Cent Change Per Cent Change 
Sales -17 Sales —26 Sales (less cancellation) —51 
Stocks +55 Production —14 Production -—5 
Unfilled orders —65 Unfilled orders —55 


Piece goods receipts -7 Stocks +21 
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Surprisingly, the opposite situation 
occurred on the initial survey three 
years ago, on July 31, 1945—a greater 
demand for high price clothing. At that 
time veterans with dismissal allowances 
were clamoring for garments and chose 
quality rather than price. During 1945 
and most of 1946, OPA held the price 
line. One participating merchant in- 
formed us, “I based purchases on survey 
and, therefore, moved volume from low 
to medium price line.” 

After the demise of OPA in Novem- 
ber, 1946, prices rose rapidly in 1947, and 
high price garment production out- 
stripped consumer demand in 1948. By 
the latter part of this year, stocks have 
become sticky particularly in high price 
lines. 


PrincipaL Uses or MERCHANDISE FLow 
ANALYSIS BY RETAILERS 


How can the merchant put the find- 
ings to work in his own business? Some 
principal uses are: 

A. A measure of carry-over of stocks 
in retail channels, to aid in plan- 
ning purchases for the coming 
season. 

_B. A measure of sales performance 
during the past quarter compared 
with other merchants of the same 
type and size. 

First, as an aid, in planning purchases, 
men’s clothing retailers buy principally 
for two seasons a year. The retail report 
covering the quarter ended January 31, 
shows the carryover of stocks garment 
by garment arid price line by price line 
at the end of the winter season. This 
report reaches retailers in February or 
March at the time they are in the market 
to purchase garments from manufac- 
turers to sell in the coming fall season. 
The report for the quarter ended July, 
31, similarly shows carryover of stocks 
at the end of the summer season and aid$ 


the merchant in planning his clothing 
purchases for the coming spring season. 

Similarly two of the quarterly reports 
assist the clothing manufacturer in plan- 
ning his purchases at the time he is in 
the market for fabrics. 

Second, as a measure of performance, 
the quarterly summary groups reports 
of retailers by similar type of operation 
and size—large, medium, and small de- 
partment stores; large, medium, and 
small independent stores; and general 
merchandise chains, manufacturing re- 
tail chains, and other apparel chains. 
For example, a medium size independent 
retailer selling 300 to 1,000 suits quar- 
terly can compare his sales performance 
and his stock ratio by price lines with 
merchants of similar type operation. The 
prudent retailer knows, that even if his 
own buying policies have been conserva- 
tive, nevertheless, heavy stocks in the 
trade will depress the market. 


PracricaL APPLICATION OF 
SurveEY REsuULTs 


Perhaps the most effective way to 
show its practical application is to illus- 
trate by the concrete example of sport 
coats. The quarterly report as of July 
31, 1946, revealed that stocks of sport 
coats were accumulating at the retail 
level. Declining unfilled orders at the 
manufacturing level confirmed this in- 
formation. The facts on overproduction 
and over-buying on men’s separate 
coats did not generally become known 
in the trade until several months later in 
the fall of 1946. As a result, cooperating 
merchants were able to profit from this 
information on trends in sales and stocks 
of sport coats. 

As to the 1948 trade situation, let’s 
look at Chart A, The Unit Flow of Men’s 
Suits. The April 30 report showed the line 
on retail stocks soaring, while retail sales 
and cuttings held about the level of one 
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CHART A 
The Unit Flow of Men’s Suits (Regular Weight) 
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Despite a drop in manufacturers’ cuttings this Fall season, retail stocks still go up. They hit new post-war high on 
October 31—half as many again were on racks as year ago, six times as many as two years ago. 

Trouble is retail sales. Up to this summer, unit sales held up well. Stocks accumulated only because of record 
production. Now sales are off, too, compared with same periods in past years. Combined effect over last four 
quarters has been 11 per cent excess of cuttings over retail sales. 

Sales of two pants suits, wool gabardines and higher priced garments ($65.00 and over) are better than last 
year. But they’re the exceptions. A year ago they were in relatively short supply. 


Closing retail inventories of regular weight suits on October 31, relative to sales of previous 12 months, indicated 
unit turnover of only 24 times a year—back to pre-war levels. 


year prior. This date marked the first widened further. Cooperating retailers 
time since the war that the retail stock and manufacturers, who actually put the 
line crossed the retail sales line. figures to use, could plainly see the warn- 

The spread between supply of suits ing upon the issuance of the April 30 


as represented by retail stocks and de- 
mand indicated by the line for retail 
sales widened by July 31. Production or 
cuttings did not fall as rapidly as sales. 
By the October 30, 1948 report, despite 
minor seasonal sales increases, stocks 
accumulated sharply and the spread 


report. 


A PatrerRN FoR OTHER INDUSTRIES 


The Textile Foundation in a report in 
1941 on Inventory Policies in the Textile 
Industries recommended as follows, ‘“‘In 
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order to keep its own operations abreast 
of business changes, a mill management 
should watch not only the fabric market 
but also those for wholesale and retail 
clothing.” Also, “‘the commitment posi- 
tion of buyers at each important inter- 
mediate market between mill and con- 
sumer is suggested as a means of fore- 
casting ‘business weather’.” 

This merchandise flow survey on 
men’s clothing can be a pattern for 
other industries—tracing the movement 
of goods in units from processors of raw 
materials to ultimate consumers and 
measuring inventories throughout the 
system. 

One may rightly ask, why is the men’s 


clothing trade in a moderately un- 
healthy condition today—despite this 
wealth of facts and figures? Well as 
a practical matter, how many of us go 
to the dentist in advance of a painful 
toothache? Also business men will natu- 
rally interpret figures differently. Some 
will read the data on increasing inven- 
tories and declining orders and remark 
complacently, “But I operate my busi- 
ness too shrewdly to be caught in this 
pitfall.” Probably no one in the trade 
escaped the 1937 debacle. Compilation 
of statistics is only the first step. The 
use of data as an effective aid in business 
judgment requires a long educational 
process. 
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Marketing Notes 


A HOME ECONOMIST LOOKS AT MARKETING* 


N studying problems of marketing, 
home economists have a double or 

even a triple-barreled point of view. 
They can well represent the consumer, 
for they work closely with the use of 
goods in the home. Some of them also 
have had sufficient training in consump- 
tion economics so they can be objective 
with respect to consumer practices in 
relation, to the functioning of the eco- 
nomic system. Many of them also have 
good technological backgrounds in the 
production and marketing of specialized 
consumption goods such as foods and 
clothing. 

The aim in joint research carried on 
by home economists and specialists in 
marketing is that of improving the ef- 
ficiency of marketing practices. Among 
other things, a more efficient market will 
provide to a higher degree the goods the 
consumer wants and stands ready to pay 
for, it will reduce mistakes in selection 
and it will make it possible for the con- 
sumer to get the goods wanted with less 
time and effort. 
Consumer preferences and consumer 
demand 


A great deal more needs to be done to 
find out what characteristics consumers 
desire in specific consumption goods. 
Marketing agents do an excellent job of 
assembling a wide variety of goods from 
which the consumer may choose. But, in 
many instances, the one commodity 


* Talk given at Winter Conference of American Mar- 
keting Association, Cleveland, Ohio, December 29, 1948. 
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that embodies all of the characteristics 
wanted by many consumers cannot be 
found. In some cases such characteris- 
tics may not be produced because of in- 
sufficient technical achievement or be- 
cause of the inability of consumers to 
pay for them. But in many cases goods 
with the characteristics wanted by con- 
sumers can be produced and consumers 
can and will pay for them, yet they are 
not on the market. Take, for example, 
the characteristic of wrinkle resistance in 
fabrics. We know how to make fabrics 
fairly wrinkle resistant and we know 
that many consumers dislike apparel 
fabrics that wrinkle, yet many ready-to- 
wear garments are being sold which 
wrinkle very badly. 

One tremendous problem in this area 
of research is the fact that consumers’ 
wants for a particular commodity may 
be complex. The consumer wants not one 
but a bundle of utilities in the goods he 
buys. In clothing he wants fabrics that 
are not only wrinkle resistant but also 
fabrics that will be durable and that are 
good insulators (or poor insulators as the 
case may be). He may also want fabrics 
that are color fast and washable. Slight 
shifts in the use of the commodity may 
change the order and intensities of these 
wants. In a study made recently by the 
Bureau of Agricultural Economics 53 
per cent of the women interviewed cited 
good wearing qualities or durability as 
one of the most important things to look 
for in buying house dresses, whereas a 
significantly smaller number—35 per 
cent—listed this characteristic when 
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they were questioned about summer 
dresses. 

In many cases, the consumer is unable 
to analyze or determine his own wants. 
He may have a general idea that the 
goods available on the market are not 
satisfactory but he does not know ex- 
actly why they are not satisfactory. Part 
of this difficulty, of course, is an inabil- 
ity to verbalize. For instance, one often 
hears consumers comment that particu- 
lar types of garments do not wash well. 
But it is very difficult to pin consumers 
down and find out whether the garments 
were difficult to wash, or that they did 
not stand up in the washing process. 
Men will often say that they do not like 
the fabrics in the shirts they buy, yet 
many of them cannot figure out whether 
the fabric is too thick, or too stiff, or too 
closely woven. 

Another problem facing the people en- 
gaged in marketing is the fact that 
preferences are continually changing. 
Changes in living conditions, changes in 
uses of other commodities cause shifts in 
the characteristics consumers want in 
particular goods. For example, improve- 
ments in the heating of houses have 
brought about the use of lighter-weight 
and fewer numbers of articles of cloth- 
ing. Research pertaining to consumer 
wants must be repeated frequently. 

Unfortunately, techniques for deter- 
mining consumer wants are still in the 
exploratory stages in spite of close study 
given them by market research agencies. 
Many studies have been made of the 
“consumer preference” variety in which 
consumers are asked to state what char- 
acteristics they want in particular classes 
of goods or which of several articles they 
prefer. Because these methods do not 
take into account all of the factors that 
might affect purchase, they give us leads 
rather than an exact knowledge of what 
the consumer is seeking in the goods he 


buys. The home economist has a contri- 
bution to make in being able to inter- 
pret verbalized preferences and ex- 
pressed opinions of consumers. For in- 
stance, in a study I worked on recently 
we had been getting the response of 
“something not cheesy” to the question 
“What do you look for in buying shirts?” 
We found that some of the men meant 
cloth that was closely woven, some 
meant cloth that was not too light 
weight, some meant cloth that did not 
contain water-soluble sizing. In this case 
a knowledge of fabrics and consumer 
terminology proved useful inter- 
preting the verbalized preferences. 

Research based on the stated experi- 
ences of consumers in the use of goods is 
also profitable. Many consumers know 
why goods they have used have not 
measured up to their expectations and 
they are usually most happy to talk 
about their experiences. Such research is 
limited in that only the bad and not the 
good characteristics are listed. 

Still another kind of research that 
would be profitable in determining char- 
acteristics of market offerings is in the 
area of consumer usages or practices. In 
many instances, little is known about 
how consumers use the goods they buy. 
Such information, by the way, would 
not only help retailers to buy more in- 
telligently but would also assist in the 
handling of the returned goods problem. 
Such research may indicate that more 
education is needed in how to use the 
goods that are being sold. For instance, 
I think it would be an eye opener to 
many retailers of clothing to find out 
how women wash their clothes. To do 
research of this type we need people who 
can study objectively the needs of con- 
sumers and who also have a knowledge 
of industrial technological developments 
so that they can judge whether it is pos- 
sible to meet the needs of consumers. 
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Actual service-type experiments can 
prove very useful too, in determining 
which characteristics satisfy certain 
needs. For instance, people want durable 
sheets but actually we do not know a 
great deal about the characteristics 
sheets should have to be durable. Home 
economists have made a significant con- 
tribution in developing experiments of 
this type but the amount actually car- 
ried on is pitifully small in terms of the 
need. If both sellers of consumer goods 
and home economists worked on such 
problems much more could be accom- 
plished. 

Since few people indeed can buy every- 
thing they want, the test which is prob- 
ably still most reliable in determining 
what consumers want most is whether 
commodities are sold in the market. For 
this reason, we need a great deal more 
information concerning actual purchases 
of goods—the kinds of goods that are 
bought, the prices paid, and other re- 
lated information. Each merchant has 
his own records to refer to and uses them 
in planning inventory replacements but 
more pooled information of this type is 
needed to provide more suitable sup- 
plies for consumers in general. Right 
now, for instance, there is a great deal of 


in marketing have already made exten- 
sive use of family expenditure data col- 
lected in the Consumer Purchases Study 
and the Study of Family Spending and 
Saving in Wartime (studies, by the way, 
for which the Bureau of Human Nutri- 
tion and Home Economics shared re- 
sponsibility). We need repeated studies 
of this type. And, although the data in 
these studies were collected in consider- 
able detail, we are finding that more de- 
tail would be of value to those engaged 
in marketing. 

Even the test of purchase may fail as 
a reliable source of information as to 
what the consumer wants. People have 
to have certain types of goods and, if 
they cannot find what they want they 
take the nearest thing to it. I would like 
to know how much “desperation buy- 
ing” there is today. Research based on 
the buying experiences of consumers 
might be profitable. Direct questions 
could be asked at or near the point of 
sale to determine if the consumer had 
actually found what he wanted on the 
market and in what ways the goods he 
bought fell short of what he wanted. 


Reducing mistakes in selection 
I should also like to see both home 


interest among people in marketing as to economists and people engaged in mar- 
whether home sewing has increased. If keting take a more active part in reduc- 
we had some information available from ing mistakes in buying. Many buying 
retail stores as to the yardage being mistakes, of course, are caused by the 
sold as compared with that sold in other consumer not knowing what qualities he 
years we would have a measure for de-_ should look for in view of the uses to 
termining whether the amount of home which he will put the goods. But a 


sewing had increased. 

However, data furnished by mer- 
chandising or producing units fall short 
of our needs in that they do not tell us 


goodly share of them are due to his in- 
ability to find out the characteristics of 
the goods that are being offered for sale. 
Consumer purchasing today is too 


much about how the goods are dis- largely a matter of taking a chance. 
tributed among consumers. What per- Goods vary from year to year and season 
sons are buying particular types of to season as technological “improve- 
goods? Is it the low-income groups, the ments” are made and styles change. Not 
farmers, the small family units? People always are the technological changes an 
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improvement over the goods bought and 
used previously. With consumers buying 
the tremendous variety of goods that 
they do it is too much to expect them to 
be able to keep up with these changes 
and what they may mean in terms of the 
use of the article. More goods are being 
packaged so that the consumer can no 
longer “‘feel” (poor as that test may be) 
or even look at the goods he is buying. 
With increasing complexity of consumer 
goods, he can become less and less a 
judge of what*he is getting. 

It seems to me that the present-day 
market fails pretty badly in that it does 
not provide enough information about 
the goods being sold. Sellers have shied 
away from grade, descriptive, or per- 
formance labeling largely because of 
their fear of competition from other mer- 
chants. They have excused themselves 
on two grounds (1) that consumers do 
not know how to use such devices in- 
telligently—that they do not under- 
stand the terms, and (2) that it is im- 
possible to grade or describe the char- 
acteristics of many types of consumer 
goods. In some measure both of these 
excuses are justified, but I do not believe 
that the possibilities of making some im- 
provement along these lines has been 
fully explored. I should like to see a 
great deal more research done in deter- 
mining what forms of quality designa- 
tions have meaning and are useful to 
consumers. When would grade labeling 
be the most desirable, when descriptive 
labeling, when_ performance labeling? 
Tests of this type should probably be 
made in an actual selling situation. In 
regard to the second “excuse” I men- 
tioned—that it is impossible to grade or 
describe the characteristics of many 
types of consumer goods—I *hink those 
engaged m marketing as well as home 
economists should take more responsi- , 
bility for investigating what character- 


istics in goods are related to specific uses 
of those goods. 

As goods on the market change with 
increasing rapidity, those engaged in 
marketing are going to have to take 
more and more responsibility in educat- 
ing the consumer about the types of 
goods being offered, what they are useful 
for, and how they should be used and 
cared for. It is impossible for the schools 
to handle adequately more than the 
general principles of good buying and 
some of the characteristics of the market. 
Information about specific goods is often 
out of date before a school course is 
finished. The student sees no need for 
becoming informed about goods that he 
may not purchase for many years to 
come. So education, particularly for 
goods purchased infrequently, has to oc- 
cur near the time of purchase. More re- 
search could be carried on as to the form 
this education might take. Will we have 
to depend entirely on labels and leaf- 
lets? Would not stores offering a wide 
variety of goods of a particular class be 
benefited by conducting classes that 
would help consumers choose the best 
article for his purpose and make the best 
use of it? 


Ease of consumer buying 


Another criticism I have of marketing 
today is that it is physically too fatiguing 
to buy even the so-called “necessities” 
of day-to-day living. Buying by mail or 
telephone is, of course, a solution. But 
this type of buying offers problems too 
in that goods that do not fit or that do 
not measure up to expectations in other 
ways must be returned. To purchase 
goods that are better seen or tried on be- 
fore purchase a tremendous amount of 
time and energy is involved. Part of this 
difficulty is the result of greater urban- 
ization, part the result of the increasing 
variety of goods on the market, and part 
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the result of volume of goods to be 
bought. The problem becomes more 
acute as.more women are employed out- 
side the home and domestic service be- 
comes increasingly scarce. A great many 
studies have been made by home econo- 
mists as to the amount of time spent by 
homemakers in various household tasks 
including buying. Would an analysis of 
this type of research by marketing 
specialists offer clues as to ways of mak- 
ing consumer buying less time consum- 
ing? 

It is at this point that present-day 
advertising fails so miserably from the 
standpoint of the consumer. With the 
great variety of goods on the market and 
the increasing number of stores or other 
selling units, informative local advertis- 
ing is becoming a prime necessity in the 
process of distribution. We need more, 
not less, information about what goods 
are available, where they are available, 


and how much they cost. We know a 
great deal about the effectiveness of ad- 
vertising in selling, but little about the 
effectiveness of advertising in buying. 
What kinds of advertising actually make 
the buying process easier from the con- 
sumer’s standpoint? I, for one, would like 
to see more experiments with the cata- 
logue type of advertising so that I could 
know in advance what I wanted to look 
at before I entered a retail store. 

In closing I should like to state that 
I believe specialists in marketing and 
home economists can work together on 
research with the purpose of providing 
a better market for consumer goods. I 
have worked with people in marketing 
and I think many of them are just as 
interested as home economists in solving 
consumer buying problems. 


Marcaret L. Brew 
U.S. Department of Agriculture 


SELLING THE PRODUCT TO STOCKHOLDERS* 


ARKETING methods can add as 

much to a progressive stockholder 
relations program as melted butter does 
to popcorn or a surprise compliment to 
the marriage relationship. 

Neglect of their use, on the other hand, 
is like trying to shoot a 75 with a putter 
—or swimming 100 yards against time 
in long winter underwear and riding 
boots. 

It has been estimated that there are 
about 15 million investors in American 
business, of which 68,000 are stock- 
holders of General Foods. Our owners, 
along with their immediate families, rep- 
resent a special group in our company’s 


* Talk presented before National Convention, Ameri- 
can Marketing Association, Cleveland, Ohio, December 
28, 1948. 


public, a group equal in size to the pop- 
ulation of a city like Dayton, Ohio. This 
quarter million of potential consumers 
and salesmakers are not massed at one 
point. On the other hand, they are 
rather neatly dispersed among the na- 
tion’s population. 

Given the facts, they feel a greater 
sense of confidence in their investment. 
Given some encouragement, many of 
them will gladly serve as ambassadors of 
good will for company—and for prod- 
ucts. 

Here, briefly, are the main lines of 
communication which we have estab- 
lished with our owners to instill confi- 
dence and encourage personal action: 


—ANNUAL REPORT...a simple, 
straightforward document setting 
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forth all of the pertinent facts of the 
year’s operations. 

—GF STOCKHOLDER NEWS... 
which reaches stockholders seven 
times a year in three different edi- 
tions; Financial Edition, which ac- 
companies dividend checks; Home 
Edition, which is not technical and 
gives stockholders much human in- 
terest information about the company, 
its products, and its people; Annual 
Meeting Edition, a report for all of 
our stockholders on what transpires at 
the annual stockholders’ meeting. 

—GENERAL FOODS FAMILY AL- 
BUM ...each new stockholder re- 
ceives a copy of this book which re- 
lates historical lore about the develop- 
ment of the company’s products. 

—Then, there is the GF CHRISTMAS 
GIFT BOX. This holiday specialty 
carries a powerful sales story into the 
homes of many thousands of employes, 
stockholders, and their friends. 

—Every new stockholder receives a per- 
sonalized letter from the chairman, in- 
viting the new investor’s questions, 
criticism, and suggestions. 

—In addition to this, a steady stream of 
personal letters goes out on a continu- 
ous basis in response to the many 
questions our people ask about GF 
and its products. — 


We have studied our stockholders 
from just about every angle. We have 
held them up to the light, first this way 
and then that. During the past eight 
years, we have tested their reactions on 
numerous basic questions involving 
their owner relationship in five major 
mail questionnaire attitude studies and 
two personal interview surveys. And we 
intend to continue our analysis of them. 

On the other side of the coin, General 
Foods management has done much to 
make the owners feel that they are part 
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of the organization. In fact, in the first 
issue of Stockholder News, published in 
1937, we ran a box with the headline— 
“Wanted ... Your Reaction.” Then we 
wrote: 


“In an effort to establish a friendly, com- 
municative link with our stockholders, the 
management is setting a precedent, we be- 
lieve, in making its periodical reports to 
stockholders through this tabloid newspaper. 

To our knowledge, this is the first use of 
this publishing form for corporation quar- 
terly financial statements to stockholders. 

The quarter-yearly issues of the General 
Foods News, which we plan to continue for 
a probationary period at least, will carry 
news of your company, in addition to the 
regular financial reports. Our aim is ‘to 
keep stockholders informed.’ In striving to 
accomplish this, we invite you to write us 
and give us your reactions and your sug- 
gestions for future issues.” 


In his letter of welcome to new stock- 
holders, Clarence Francis, our chairman, 
advises each shareholder, “Your asso- 
ciation with us—and ours with you—is 
most rewarding, we have found, if it 
works two ways. Please know that your 
recommendations and criticisms on cor- 
porate matters are always welcome.” 

In our correspondence, in our publica- 
tions, and in our personal contacts with 
the owners, this idea is implanted and 
nourished. Through the years we have 
repeated this thought over and over— 
as often as we can appropriately do it. 

Reduced to its simplest form, our 
stockholder relations goal at GF is: 


1. To earn the investor confidence of our 
stockholders. 

2. To give the entire investment com- 
munity adequate information about the 
company by which to judge the corpo- 
ration fairly on its merits as an economic 
and social “good citizen.” 

3. To encourage an appreciation among 
our stockholders of their self-interest 
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in the company ... as corporate citi- 
zens, as salesmen, and as consumers. 


We are at work now trying to devise 
the most productive, economical product 
memory tool we can put together. If all 
goes well, our idea should see light of 
day—in stockholder kitchens across the 
country—sometime next spring. Con- 
tinuous repetition of mass photographic 
arrays of our products stimulates in- 
vestor interest and drives the story far- 
ther home with each impression. This is 
a fundamental part of our program to 
encourage both the sales and the con- 
sumer impulses of our owners. 

Nevertheless, this shotgun technique 
will not provide the complete answer. 
The list of products is too long. Even em- 
ployees who work daily with our entire 
line can be stumped when asked without 
warning to rattle them all off. In our 
opinion, the only way to get over this 
hurdle and to do a solid job of filling in 
the product memory gaps is to develop 
publication feature treatment of each 
product, one at a time. We have pro- 
ceeded on this theory for many years by 
spotting product features regularly in 
Stockholder News and in our Annual 
Reports. 

This past year we took another stride 
in this direction. We built into some of 
our editorial product features a pro- 
vision for bargain mail order offers of 
some of our specialties, available ex- 
clusively to our stockholders. Results so 
far on this type of promotion have been 
so encouraging that we plan to use it 
even more extensively in the future. 

Occasionally, we use our special 
Homemaker News section of Stock- 
holder News as well to encourage dis- 
tribution among our stockholders of 
recipe booklets featuring our products. 
About 36,000 of these utility books were 
sent out last spring o” request as a result 
of a single offer in Stockholder News. 


Did they appreciate them? Here is what 
a Baltimore housewife had to say: 

“IT would be delighted to have you send 
my daughter-in-law a set of the books. At 
present she is living with us but will move 
to her new house on June 28. Not only do 
we use in our home the entire line of General 
Foods products in the baking line but also 
the coffee (Maxwell House), the cereals, and 
Jell-O in our deserts, and I advise my friends 
that my success in baking is due to using 
tested General Foods products. I personally 
feel that it is the duty of the stockholders 
to do this if they expect to receive dividend 
checks. Every stockholder should be a GF 
booster.” 


People like that, and our correspond- 
ence proves that there are thousands of 
them, are part of our GF family—for 
keeps. 

In our entire program of stockholder 
relations, undoubtedly the most re- 
warding—and most constructive—thing 
we do is our annual Christmas Gift Box 
offer to stockholders and employes. 
These boxes have been offered every 
year since 1934 except for a breather 
during the war when many of our prod- 
ucts were in limited supply. 

Along in August we announce our cur- 
rent holiday bargain in a promotional 
folder which is enclosed with the divi- 
dend check. This season our box in- 
cluded 29 of our best known grocery 
products plus a set of six individual 
service wooden salad bowls—a $10.45 
value, which we deliver anywhere in the 
United States, for only $5.95. Sales this 
year ran to approximately 30,000 boxes. 

In other words, in 30,000 homes our 
products were playing Santa Claus 
under just about the most ideal circum- 
stances that could be imagined. 

Consider the setting: By its nature the 
Gift Box is an odds-on favorite to steal 
the show under any tree. It has the as- 
sets of variety, volume—and, best of 
all, surprise. Once opened, it simply 
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takes over under the tree. Trying to put 
all those products back into the box is a 
real test for a space engineer. As you can 
well imagine, the mood is about as 
wholesomely festive as it could possibly 
be. Friends drop in and want to know 
about the gift. The conversation turns to 
product chit chat. Psychologically, the 
setting is perfect. 

What about the stockholder who gives 
it? From the minute he writes his check 
covering the order, he is an active par- 
ticipant in a company venture. The gift 
represents a personal stake of his in the 


great institution known as Christmas. If - 


all goes well, and it usually does, the 
happy effect is pretty hard to beat as an 
exercise in stockholder relations, or prod- 
uct promotion. 


The possible ramifications of the few 
marketing themes we have discussed are 
countless. Many other marketing adap- 
tations for use in the relations of cor- 
porations with their owners invite study 
and trial. Unquestionably, we can look 
for much wider use in the immediate 
future of marketing tools and techniques 
in the expanded stockholder relations 
programs of more and more consumer 
goods companies. For men with market- 
ing training and experience and with a 
real enthusiasm for dealing in human re- 
lationships on the corporate level, there 
is bright opportunity ahead in this 
specialty management function known 
as stockholder relations. 

Bruce Watson 
General Foods Corporation 


FARMERS’ SOURCES OF INFORMATION 


N recent years an immense amount of 
I time, effort, and money has been ex- 
pended in studying the extent to which 
people are reached and influenced by 
newspapers, magazines, and radio sta- 
tions. These studies have varied a great 
deal in the reliance that can be placed 
upon them, but do mark an advance to- 
ward the goal of more factual informa- 
tion in that field. 

Another contribution to this store of 
knowledge has been made by the Sta- 
tistical Laboratory of Iowa State Col- 
lege. The Laboratory has completed an 
area sampling survey made among 1209 
Iowa farm men and women, designed to 
learn the sources to which they turn for 
information on farm problems. Wallace’s 
Farmer and Iowa Homestead has just 
published the results in a book. The sur- 
vey questions were directed toward two 
major objectives: which broad sources of 
information farmers and farm home- 
makers utilized, and the importance 


that they attached to such sources. 

In an effort to assure that those inter- 
viewed earned most of their income from 
farming, the questions relating to the 
major objectives were asked only of 
people operating farms of 30 acres or 
more. An area-probability sample was 
obtained by interviewing all households 
whose homes were within the limits of 
the 351 sampling units. The land area of 
Iowa outside urban places, towns, and 
villages was divided into 109,052 
sampling units, each containing, on the 
average, about one-half section of land, 
and two households. A sampling rate of 
I in 311 was used, selecting units from 
all 99 Iowa counties in proportion to the 
number of units in each country. The 
particular units within each county were 
chosen at random with equal probability. 
The fact that all the households whose 
dwellings were located within the se- 


. lected areas, and only those, were.to be 


visited, removed the choice of the re- 
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spondents from the possibility of inter- 
viewer bias. 

The interviewing method involved the 
submission to the farm operator and his 
homemaker, of cards, listing eleven and 
ten subjects, respectively, concerned 
with the work of each. Three different 
cards, listing the subjects in varying 
orders, were used with successive re- 
spondents to minimize the influence of 
position on the list. The interviewee was 
first asked to choose the five for which 
information was most often needed. He 
was then, for each of these subjects, 
questioned as the sources of information 
used, the papers or magazines depended 
upon most, the one newspaper, farm 
paper, or farm magazine most relied 
upon, and the radio station turned to for 
information. The subjects of interest to 
the men, together with the percentage of 
the 577 farm operators choosing each 
were: 


Handling and feeding livestock 69.48 
Livestock and poultry disease 59.96 
Market prospects a year or more in 

the future 56.55 
Advice on present livestock and 

grain markets 54-40 
Corn, other field crops 45.24 
Care and use of farm machinery 42.91 
Contouring, terracing, drainage, 

etc. 36.09 
Repairing and constructing barns, 

hog houses, etc. 31.60 
Farm accident prevention 27.83 
Keeping poultry 22.62 
Corn loans and other federal farm 

programs 14.72 


The topics of concern to homemakers, 
and the percentage of 533 homemakers 
selecting each, were: 


Recipes, meal planning 69.42 
Canning and preserving food 67.73 
Patterns, sewing, fashions 60.41 
Home improvement, painting, re- 
modeling, etc. 55.16 


Keeping poultry 51.59 
Health and medicine 46.34 
Kitchen and home equipment 43-53 
Gardening 42.21 
Child care 32.27 
Beauty care 9.76 


Table I summarizes the data showing 
the degree to which farm people depend 
upon various sources of information. 
Conversion of the percentages into 
numerical rankings provides a rough 
comparison of the relative importance 
of each source. A few, such as Farm 
Papers and Farm and Non-Farm Mag- 
azines, show consistently high ratings. 
As might be expected, Farm Papers and 
Farm and Non-Farm Magazines, Radio, 
and Newspapers are generally highly 
regarded from an informational stand- 
point. 

Another section of the study reports 
on the results obtained when the re- 
spondents were queried as to which 
paper was depended upon most for in- 
formation in each of the above fields. 
This aspect was also more minutely ex- 
amined by limiting another answer to 
the same question to only one of all farm 
magazines, farm papers, and news- 
papers. In general, the replies demon- 
strated a reliance on Iowa or Midwest 
farm papers, larger-city newspapers, and 
farm magazines, although magazines 
dealing with a specific subject were given 
more emphasis in connection with such 
matters as keeping poultry and child 
care. 

The survey also inquired as to the 
radio station turned to for information 
in the above categories. The answers re- 
flected, of course, the geographically 
limited character of the sample, so that 
the stations named were predominately 
in Iowa, aside from a few South Dakota, 
Nebraska, and Illinois transmitters. 

Another section related votes of each 
farm operator to his importance in the 
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Taste I. ror Various Susjects, or InroRMATION SouRCES 
(BaseD on PercentaGe oF Responpents Namino Eacn) 


E 
= 8 = 
1. General sources, farm 
operators 2 3 I 7 8 4 9 5 6 
2. General sources, farm 
homemakers 2 3 I 6.5| 8 9 5 6.5] 4 
Farm operators 
3. Handling & feeding live- 
stock 5 6 I 9 7 4 2 8 3 
4. Livestock & poultry dis- 
ease 4 5 2 9 6 7 3 8 I 
5. Market prospects a year 
or more in future I 3 2 |11 9 7-5| 7-5} 10 6 4 5 
6. Advice on present live- 
stock & grain markets I 2 3 7 9 4 6 5 8 | Io 
7. Contouring, _ terracing, 
drainage, etc. 4-5) 6 2 3 7-5) 4.5 I 2.5 Io 9 
8. Repairing & constructing 
barns, hog houses, etc. 9 5 2 9 3.5) 1 7 3-5 6 9 
g. Farm accident prevention | 1 3 2 | 10.5] 10.5] 8.5) 4 5 8.5 6 7 
10. Keeping poultry 5 I 6.5) 6.5) 2 9-5} 4 8 9-5 
11. Corn loans & other federal 
farm programs 4 3 2 8.5} 8.5] 10.5] 7 I 5 10.5, 6 
Farm homemakers 
12. Recipes & meal planning | 2 3 I 9 8 5 7 4 10 
13. Canning & preserving food| 5 6 I 9 7 2 8 3 4 | 10.5 10.5 
14. Patterns, sewing, & fash- 
ions 6 2 I 9 9 3 7 4-5|4-5| 9 | II 
15. Home improvement 4 6 I | 10 | 11 2 5 7 3 8 9 
16. Keeping poultry 1861 8 7 2 
17. Health & Medicine 4 2 3 9 | Io 6 7 I 5 8 
18. Kitchen & Home equip- 
ment 3 4 I 8 9 2 7 6 | | 11 
19. Gardening 2 4 I II 8.5 4 | Io 6 4 8.5) 7 
20. Child Care 5 3 2 6 7 1 4 8 
21. Beauty Care 5 2 I 8 3 8 4 6 8 
22. Source for “What other 
Iowa farmers are think- 
ing & doing” 2 3 1 | 11 | Io 4 9 5 7 8 6 | 12 
23. Source for “What other 
Iowa farm women are 
thinking & doing” 2 4 I 8 | 10.5 12 5 9 3 7 6 | 10.5 


* Where two or more sources were equally important the ranking is indicated by the average of the several ranks 
involved, 
Source: Study of Information Sources—Statistical Laboratory, Iowa State College—Section C.p. 1-38, 


specific subject field, as measured by the buying power of the people who rely 
number of cattle, hogs, etc., owned. This _ upon each periodical. Other factors were 
technique furnishes a measure of the also considered, for example, farm size, 
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tractors owned, use of high-line elec- 
tricity, and net income. 

A further refinement was introduced 
in an effort to determine how much of 
the difference in periodical ranks was due 
to circulation differences. Circulation was 
equalized for a small part of the sample, 
by sorting out farm operators each of 
whom took a particular farm paper, farm 
magazine, and metropolitan newspaper. 
This process usually strengthened the 
standing of the publication that was al- 
ready dominant. 

In an attempt to evaluate the prestige 
of newspapers and magazines that carry 
farming and homemaking information, 
three more questions were employed. 
The first ascertained which of those pub- 
lications were read regularly; the next 
question, those which the reader would 
have saved for him should he be absent; 
and last, the one periodical that would 
be chosen if only one could be taken. As 
a rule, those publications that were most 
dominant from the standpoint of the 
reliance placed upon them as information 
sources also fared better in overall pres- 
tige, as measured by these devices. 

The average standard error for the 
preference percentages listed in the 
tables is estimated at 3.5 percentage 
points for newspaper or magazine groups 
of over 50 households. The individual 
standard errors ranged from 2.5 to 4.3 
points. Consequently, the likelihood 
that the actual percentage of preference 
for the entire population lies within a 
range of 3.5 percentage points above and 
3-5 points below the sample percentage 
is about 68 chances out of 100. Likewise, 
the probability would reach 95 per cent 
for a total spread of 14 points about the 
sample percentage, and gg per cent for 21 
percentage points. Similarly, the stand- 
ard errors may be used to calculate the 
critical ratio, indicating the significance 
of the difference between the percentage 


ratings of two publications. 

The results of this survey present use- 
ful material for further analysis by ad- 
vertisers and their advertising agencies, 
radio stations, governmental agencies, 
educational institutions, newspapers, 
and magazines. They are most applica- 
ble, of course, to rural Iowa, but may 
furnish indications as to the propensi- 
ties of people in similar areas. The vari- 
ations, from one subject to another, in 
regard to the source of information most 
favored, may well be considered in 
planning media schedules. Logically, the 
advertisement should appear in the 
media most often used when the farmer 
is interested in a subject related to the 
use of the product. The same thing 
should be true for services offered, or for 
publicity campaigns, whether promoted 
by a single company, industry groups, 
or governmental agencies. 

For particular periodical publications 
their special strengths and weaknesses 
in different fields of rural interest as re- 
corded in the report, should be enlight- 
ening. The reaction of a certain periodi- 
cal would vary, depending on the survey 
percentages, and on the objective toward 
which it was aimed. A publication which 
hoped to reach a diversified readership 
probably would not be disturbed by 
having only moderate degrees of pref- 
erence in many subjects. On the other 
hand, a more specialized periodical 
might welcome the pre-eminence that it 
achieved in some areas at the sacrifice of 
a more general appeal. 

A striking aspect of the report is the 
importance to Iowa farmers and home- 
makers of the category including farm 
papers, farm magazines, and other mag- 
azines. This group is most often men- 
tioned by farm operators as an informa- 
tion source for handling and feeding live- 
stock, corn and other field crops, and 
keeping poultry. It is also often men- 
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tioned in connection with livestock and 
poultry disease, future market pros- 
pects, present livestock and grain mar- 
kets, care and use of farm machinery, 
contouring, terracing, drainage, etc., re- 
pairing and constructing barns, etc., 
farm accident prevention, and federal 
farm programs. 

As for the farm homemakers, the 
above classification of publications is 
even more important. They find “Farm 
papers, farm magazines, and other mag- 


azines” most productive of information 
on recipes, canning food, patterns, and 
sewing, home improvement, keeping 
poultry, kitchen and home equipment, 
gardening, and beauty care. For health 
and medicine, and child care, home- 
makers also frequently consult such 
media. 


Mies BrREDVOLD 


Olmsted & Foley 
Minneapolis, Minn. 


TEACHING SALES MANAGEMENT TO ADULTS* 


n our methods of teaching sales man- 
| agement at Boston University we 
make almost no distinction between 
adults registered in our Evening College 
of Commerce and students in the day di- 
vision. If we are making any mistake in 
treating both alike it probably is to be 
found in our practice of treating regular 
college students as mature business men. 
This practice of setting high standards 
for the day-time student has been en- 
couraged lately with the advent of the 
veterans who clamored for stiffer courses. 
Occasionally we hear complaints that 
the course is over the heads of some stu- 
dents but in spite of these we persist in 
directing the course toward the superior 
minds; in other words we aim not at the 
student’s head but at where his head 
ought to be. This seems to produce a 
course which satisfies the adult evening 
college student who, in general, tends to 
be more critical and to let his wants be 
known more quickly than his day-time 
counterpart. 

This is not to imply that we find no 
differences between the two divisions; 


* Paper given at National Convention, American 
Marketing Association, Cleveland, Ohio, December 27, 
1948. 


evening college classes possess a joint 
distinctive personality not equalled in 
the day. There is, for one thing, a wider 
variety or greater mixture of types of 
students taking the evening work. In 
almost all of our evening division courses 
we can distinguish readily three of these. 
The first we would identify as the degree 
or certificate-hunting variety; they do 
not differ substantially from other regu- 
lar students. The second type which we 
find seems to arrive there by virtue of 
poor guidance or of faulty personal 
motivation. There seems to be little ex- 
cuse for their presence in the class and 
we obviously should not devote any time 
to their consideration. 

The third, and important, type of 
student to be found in the evening 
courses is the serious minded adult; in 
the course in sales management these 
are young and middle-aged business 
men. Many of them will be found to 
hold positions of considerable responsi- 
bility and to be seeking a better grasp of 
their problems. There will be others who 
anticipate future responsibilities and are 
preparing for those eventualities. Quite 
a few will be graduates of liberal arts 
colleges. Their presence in the class is 

* marked by a keenness of interest and an 
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enthusiasm not often found among reg- 
ular college students. Since most of these 
do not work toward degrees they never 
confuse the process of obtaining an edu- 
cation with that of getting a degree. 

To cope with classes of this calibre we 
try at Boston University never to send 
in a young inexperienced teacher; this 
practice is followed throughout the 
marketing department under which the 
sales management course is given. Seven 
of our twenty-five departmental in- 
structors are employed full time for day 
and evening work; the remainder are the 
part time evening men who come in 
from the outside where nearly all of them 
hold responsible positions. We have con- 
siderable confidence in the judgment of 
this staff and it was only after consulting 
with them that the following points were 
agreed upon as the materials for this 
paper. 

Before we consider any questions of 
course content we would like to discuss 
a point or so bearing upon the mechanics 
of conducting an adult sales manage- 
ment course. There was unanimity of 
opinion among our teachers that all 
students should be required to complete 
a one semester introductory course in 
principles of marketing before being 
permitted to enroll for an advanced 
course, such as sales management. We 
have tried upon occasions to accept 
lengthy business experience as a sub- 
stitute for the beginning course but not 
with any great success. At any rate, we 
try to avoid making this concession. 
Business experience is often quite nar- 
row and confining; and we find also that 
a man who has been out of school for 
several years usually stands in need of 
broadening educational influences. The 
success of this requirement depends very 
largely upon the quality of the intro- 
ductory course; we feel that it is possible 
to offer principles of marketing in such 


a manner that even the seasoned ex- 
ecutive will find it satisfying. 

On still another point there is fairly 
uniform opinion among the marketing 
staff members at Boston University 
favoring the use of the case and problem 
method of instruction. We are willing to 
concede that an instructional system 
which combines text materials with 
cases offers some advantages, but we 
have not been able to apply such prac- 
tices to any extent in our adult evening 
courses. Day-time students differ from 
those in the evening courses in that, in 
theory anyway, going to college is the 
full-time whole interest of the one and 
only a part-time side interest of the 
other. This can be stated in even stronger 
terms by pointing out that oftentimes 
the taking of an evening, extension or 
correspondence course involves consider- 
able personal sacrifice to the student who 
retains, in addition, a full time job. Evi- 
dence of this is to be found in the heavy 
withdrawals and incompletions from 
which this type of instruction suffers. 

The only thing worth acquiring from 
a sales management course is greater 
facility in handling business problems 
and all efforts should be directed toward 
achieving that goal. It is not essentially 
a cultural subject and any breadth of 
perspective introduced into it usually 
bears the imprint of applicability. We 
believe that the best training in meeting 
business problems comes from case 
study, and although we frequently give 
assignments in correlative readings the 
emphasis in classrooms is placed upon 
the discussion of the case. We often feel 
rather fortunate if the majority of the 
class has read the problem assigned. 
This tends to place the burden of bring- 
ing in outside materials upon the in- 
structor in charge. 

Before taking up any questions of 
course content we would like to insert 
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here a further observation about busi- 
ness problems. Giving the business man 
assistance on ways of solving his prob- 
lems is only one-half of the task involved 
in an adult course in sales management. 
One of the most striking things to be 
observed about the business world is the 
fact that many businesses have been 
conducted for years on end along some 
time-honored ways without there ever 
being any consciousness that problems 
exist. A blindness to the existence of 
business problems characterizes most 
enterprises both large and small; the 
adult student reflects this attitude. One 
of the most helpful things which the case 
method can do is to create this aware- 
ness to sales problems. 

Once the student begins to realize 
that the operation of business enterprise 
involves never-ceasing _ interrelated 
problems he is faced with the next 
question: What are the sources of busi- 
ness information and where are they to 
be found? For every assigned case after 
the real problem has been defined and 
isolated the question always arises: What 
information is needed and where can it 
be found? One of the most helpful serv- 
ices which we can offer our adult stu- 
dents is to indicate to them the very 
useful materials which lie hidden in com- 
pany records, and which can be extracted 
with a minimum of expense. In addition 
to such sales research an appreciation of 
the uses of market research should be 
taught. The starting point for all sales 
decisions is to be found in the facts of 
the market and this applies to whether 
the decision concerns the product, the 
sales organization, or the program. Since 
many adults in the evening classes come 
from businesses that have been in ruts 
for years they often have to be shocked 
into the realization that they have been 
operating without any true knowledge of 
the market. 


Another need which we find among 
our evening college students is one which 
seems also to be found in the thinking of 
many business men; I refer to a lack of 
appreciation for the various channels of 
distribution. Few business men really 
know and understand the relative ad- 
vantages and respective costs involved 
in utilizing various types of distribution 
methods. The decision whether to use 
manufacturers’ agents, exclusive dis- 
tributors, public warehouses, or direct 
sale to retailer or user is often arrived at 
by accident or by imitation of competi- 
tors rather than as a result of a careful 
analysis. In fact, the need for an under- 
standing of the broad positions in our 
national marketing structure held by 
the various types of middlemen is one 
of the reasons for our insistence upon a 
prerequisite course in the principles of 
marketing. 

Still another student need which also 
reflects the business community from 
which he comes is closely allied with the 
previous point; adult students of sales 
management should be made aware of 
distribution cost factors. Because of the 
recently aroused interest in this subject 
we have a formal course at Boston Uni- 
versity devoted entirely to this form of 
analysis, but in sales management 
courses we try to create an appreciation 
of the need for such study. Distribution 


cost analysis is a management technique 


which need seldom be delegated to a 
separate department devoted to such 
studies, but instead constitutes a major 
portion of the factors comprising many 
sales decisions. As such, cost considera- 
tions should be brought out all the way 
through a course in sales management. 

With respect to conducting our adult 
evening courses two final points should 
be made. First, we have found that many 


. of our students lack ability in writing 


business-like reports, and this deficiency 
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arises from a general inability to express 
themselves in writing. The real difficulty 
in most instances is not to be found in a 
lack of acquaintance with the rules of 
grammar so much as with lack of prac- 
tice in thinking clearly. A poorly written 
sentence or paragraph is one poorly 
reasoned. To remedy this we like to give 
our students frequent reports to hand in 
for credit. Report writing should be 
made an essential part of any sales 
management course, with grading upon 
exposition as well as upon the student’s 
analysis. 

The second point also bears upon the 
ability to formulate ideas. We have 
found it often to be worth while to in- 
vite members of the class to present 
their own problems for discussion. This 
is a teaching technique which is not 
available for the day division teachers. 
In fairly large adult classes the response 
to such invitations is often gratifying; 
in smaller classes the results may be 
more disappointing but not always so. 
Students are frequently quite willing to 
relate to the class their own business 
experiences, particularly when there 
exists a problem to be solved. 

Having the student present his own 
case to the class accomplished several 
purposes. First, it helps the student to 
formulate his problem more clearly in his 
own mind so that it may be stated in an 
understandable manner. Second, it re- 
lates the class discussions more closely 
to the students’ own problems, assisting 
the teacher to direct attention toward 
such problems whenever possible. Third, 
the student gains a feeling of pride and 
satisfaction which comes from making a 


contribution to class progress. And 
fourth, more enthusiasm is imparted to 
the conduct of the class. Even if the in- 
structor feels that the class is too small, 
or that its background is too limited for 
worth-while analysis, the invitation 
should be given. Only seldom, however, 
can a class with its variety of back- 
grounds offer any real assistance to the 
student facing the problem. The most 
important gain comes to the student who 
gains practice in formulating his prob- 
lem; a problem which can not be stated 
can not be solved. 

In closing it should be pointed out that 
in conducting. any class, and perhaps 
particularly an adult one, the instructor 
should feel free to experiment with new 
forms of presentation. If any of the above 
description lends the impression that we 
at Boston University are convinced of 
the rightness of our methods, such would 
be false. We are constantly examining 
our ways and we stand ready to make 
revisions whenever a better way offers 
itself. In general, our aim in the adult 
sales management courses is to make the 
student aware of the existence of count- 
less problems in his business in general, 
and particularly to develop an appreci- 
ation for certain distribution problems. 
After that we try to show him how to 
attack these various problems, empha- 
sizing the kinds of information which will 
first be needed. And lastly, we want to 
assist our students to present their con- 
clusions in a logical and consistent man- 
ner. 


KENNETH D. HutcHINson 


Boston University 


FILM REVIEWS AND NOTES 


Salesmanship 


The Compliment Club. A 35 mm, sound 
slide film. Running time about 30 min- 


utes. Obtainable from the Dartnell 
Corporation, 4660 Ravenswood Ave., 
Chicago 40, Illinois. Price $75.00. 
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This film tells how to pay compli- 
ments and thereby gain greater respect of 
customers, fellow workers, friends, and 
associates. Compliments are defined as 
“honest statements of praise about vir- 
tues that really exist.” The five basic 
laws for paying compliments are de- 
scribed as: (1) paying direct personal 
compliments, (2) asking for information, 
advice, direction or opinion, (3) attrib- 
uting knowledge, strength, maturity or 
experience, (4) intimating physical charm 
and (5) complimenting products or chil- 
dren. A set of speakers’ charts to aid in 
discussion following the showing is fur- 
nished with the film. 

Strategy in Selling. A kit of seven 35 
mm, sound slide films. Running time 
from 8 to 16 minutes per film. Obtain- 
able from the Dartnell Corporation, 
4660 Ravenswood Ave., Chicago 40, 
Illinois. Price $70.00. 

This set of seven films is designed to 
instruct salesmen in 50 important points 
on strategy in selling. Titles of the in- 
dividual films are, “Meet Doubting 
Thomas,” “The Turning Point,” “Let 
Him Smell the Coffee,” ‘‘A Thousand 
Times No,” “In the Stretch,” “A Price 
Tag on Your Hours,” and “The Jack- 
Pot—And How.” Some of the topics 
covered in the series are the importance 
of planning a sale, importance of personal 
appearance, ways to win confidence, how 
to make sales presentations, how to 
handle objections, how to close a sale, 
and reasons why salesmen fail. A meeting 


guide and instructor’s manual is supplied 
with each set of films. 

Step-Up Sales. Set of eight 35 mm, 
sound slide films. Obtainable from George 
Bosch & Associates, 7338 Woodward 
Ave., Detroit 2, Michigan. Price $250.00. 

This set of eight films gives instruction 
in selling techniques. The first film in 
the set, titled, ““Let Me Live,” deals with 
customers’ buying motives. The second, 
called “‘Those First Few Minutes,”’ tells 
how to open a sales presentation. The 
third, “Make Your Story Stick,” gives 
instruction in presenting the sales story. 
The other films in the set are “Show ’em 
and Sell ’em” which deals with demon- 
strations, “Over the Hurdles” which 
tells how to overcome objections, “Carry 
on” which shows how to plan a sale, “Up 
Pops the Devil” which is concerned with 
outselling competition, and “Filling in 
That Dotted Line” which deals with 
closing the sale. 


Retailing 


Retailing Fish. A 16 mm, color, 
sound-on-film motion picture. Running 
time about 20 minutes. Obtainable from 
U.S. Fish and Wild Life, Department of 
the Interior, Washington 25, D.C. Price 
$93.50. 

This film shows how fish are prepared 
and sold at retail with emphasis on 
showcase and window display. 


Wa ter A. Gaw 
College of the City of New York 
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Communications 


COMMENT ON THE YOUTH MARKET 


In discussing ““The Youth Market” in 
THE JOURNAL OF MARKETING, July, 1948, 
Eugene Gilbert says: 

“The first youth group consists of 
children under five. They have no in- 
fluence or purchasing power of their own 
and abide by two basic fundamentals 
which remain with them through life: 
fear of falling and the craving for food.” 

As a mother of one of the 10,541,524 
members of this group who are catered 
to with merchandise which is by no 
means limited to food and fall-preven- 
tion devices, I protest. 

Cereal companies certainly recognize 
the tremendous influence wielded by the 
under five group, much to the distress of 
many of us who are not very handy with 
scissors and tabs marked AAA and BBB. 

My own youngster was definitely 
brand conscious at the age of fourteen 
months and greatly influenced the choice 
of brands purchased. He liked the brand 
of baby food that had a picture of a 
small child on the label. True, he didn’t 
stand up and demand it, but his meals 
were pleasanter, and consumed more 
readily when the label was present. A 
conservative estimate of his intake be- 
tween the age of fourteen months and 
three years would be 1500 jars of Junior 
Food. 1500 jars times ten million tots— 
not a negligible market! 

As to purchasing power, perhaps they 
aren’t living on personally earned in- 
comes, but the average baby’s genteel 
panhandling would make a professional 
jealous. If the contents of all the penny 
banks owned by the under five group 
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could be piled in one place you’d need a 
pick and rope to surmount it. Further- 
more, they spend some of that coin and 
in their own way. My small fry may not 
spend more than ten cents a week, but 
he stands in front of the candy, gum or 
toy counter, acquainting himself thor- 
oughly with all items displayed and de- 
cides what to buy. Assuming that only 
half of the under five group is able to 
toddle up to a counter and point, that’s 
still ro¢ times five million tots times 52 
weeks a year—not a negligible purchas- 
ing power! 
Dorortny E. 
Charles C. Flarida, Fr. Inc. 
New York City 


A PRoposAL FoR STUDY OF 
Mi iTary DistRIBUTION 


There are several concepts of com- 
mercial distribution which are applica- 
ble to the military distribution systems, 
and it is possible that commercial mar- 
keting might gain by joint studies of 
problems common to both areas. The 
concepts may not be directly transfer- 
able, but, with suitable modifications, 
may be of benefit. The military system, 
of course, has many differences in pur- 
pose and operations. We do not find con- 
ventional buyers and sellers. Competi- 
tive theory cannot be employed in an- 
alyzing supply and demand. But tech- 
niques evolved to reduce the costs of 
commercial marketing may be applicable 
to increasing the productivity of military 
distribution. Studies of means to reduce 
negotiated transactions in order to lessen 
distribution costs may arrive at recom- 
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mendations employable military 
“wholesale” and “‘retail” outlets. Meas- 
ures to reduce movement of goods may 
be equally applicable to the military 
systems. Utilization of terminal facili- 
ties, rate determination—these and other 
commercial practices have direct rela- 
tionship to the business functions of the 
military systems. Warehouse operations 
are another field of interest. These ex- 
amples should serve to illustrate the 
types of activities which may profit from 
joint studies. | 

Professor Cox, in the April 1948 issue 
of THIS JOURNAL, describes several meas- 
ures of distribution productivity already 
used and several possible new directions 
which may be employed.* Application of 
these to military distribution may be 
possible in modified form. Differences 
between final costs of delivering the item 
to the consumer may be useful in meas- 
uring relative productivity in categories 
containing similar goods and circum- 
stances. Those costs which can be at- 
tributed to distribution may be isolated, 
evaluated in terms of their relationship 
to the objectives and employed as com- 
parative measures of efficiency between 
two or more supply installations en- 
gaged in similar activities. This tech- 
nique may have limited application, 
however, depending upon the ability to 
ascertain whether similar processes in 
each operation are being measured. Two 
supply installations distributing identi- 
cal items to the same number of users 
within the same radius may yet not be 
perfectly comparable because of differ- 
ences in labor-saving devices employed. 
A technique for measuring and compar- 
ing productivity of distribution under a 
similar set of circumstances may serve to 


* Reavis Cox, “The Meaning and Measurement of 
Productivity in Marketing,” JouRNAL OF MARKETING, 
Vol. XII, April, 1948. 


point to the existence of a deficiency 
which reduces the effectiveness of the 
system, and may, perhaps, isolate that 
difference. 

Professor Cox states that studies might 
be undertaken to “minimize movement 
through ‘Distributive Space’.” Such 
studies may also be applicable to mili- 
tary channels of distribution. Goods are 
generally moved from producer to mili- 
tary supply depots which in turn move 
the goods to military stations where the 
goods are distributed. There is move- 
ment within depots, from depot to depot, 
from depot to port, from depot to sta- 
tion, and occasionally from station to 
station and back to depot. It is desirable 
to reduce the movement of goods to the 
minimum aggregate distance consistent 
with military necessity. Devising tools 
for analyzing such movements may be 
constructive in measuring an important 
segment of distribution productivity. 
Reduction of movement of goods to a 
minimum could lessen. operating costs, 
conserve transportation, and minimize 
the amount of stocks needed on hand to 
service an area by assuring expeditious 
delivery of required materiel. 

“Minimizing the number of transac- 
tions” and “maximizing routine in ex- 
change” are concepts likewise applica- 
ble to military distribution. Procedures 
for acquiring military supplies from 
depots, standardization of pertinent 
documents, methods of replenishing 
stocks at stations, location of supply 
depots, warehousing procedures—all are 
illustrative of transactions that bear 
study, and to which the tools of analysis 
developed for commercial application 
may be employed. 

The above discussion is intended to 
demonstrate that development of tech- 
niques of improving and measuring dis- 
tribution productivity may be developed 
jointly in many areas applicable to com- 
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mercial and military distribution. There 
are several fields of mutual interest. An 
illustration of a distribution problem 
from which much may be gleaned by the 
military, for instance, is in the analysis 
of demand. Knowledge of expected de- 
mand (the market) for supplies is funda- 
mental to efficient military distribution. 
Military supply personnel need to know 
how to plan, organize and carry through 
analysis of potential consumption needs. 
Such analysis may be accomplished 


through studies of usage data, published 
tables of equipment and allowances, 
special lists of equipment, and field in- 
vestigations. The commercial techniques 
of market analysis may provide useful 
approaches to systematic analysis of 
demand. This is another example of the 
types of joint studies that may be under- 
taken. 
NaTHAN Bropsky 
Munitions Board Staff 
Washington, D.C. 
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Research in Marketing 


Editor, ORIN E. BURLEY 
Staff: R. Barres, Ohio State University; W. F. Brown, University of 
California, Los Angeles; J. H. Loris, University of Chicago; J. R. Riccie- 
man, U. S. Department of Commerce. 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the following 
pages should address their requests do the 
respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

. Consumer Studies 

. Cost of Marketing 

. Foreign Trade 

. Co-operative Marketing 

. Credit—Mercantile and Retail 
Retailing 

. Transportation 

. Warehousing 

. Wholesaling 

. Federal, State, Local Regulation 
. Taxation 

. Marketing Theory 

. Prices and Price Policies 

. General Market Statistics 

. Market Area Studies 


24. Research Technique 
25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Advertiser-Agency Relationships. John 
B. Miller, Advertising Age, March 7, 
14, 21, 28, April 4, 11, 18, 1949. 


Reporting on a special Advertising Age 
survey directed toward advertisers who had 
shifted advertising agencies during 1948, this 
series of articles discloses attitudes of the 
respondents toward their former agencies, 
their present association, their revised opin- 
ions on such ever-controversial topics as the 
relative merits of large and small agencies, 
the function of the account executive, the 
desirability of getting new ideas by making 
new agency arrangements, and so on. Much 
of the information is presented in the form 
of direct quotations from the replies re- 
ceived; the frankness of these reveals that 
advertisers are often as critical of their own 
ability to select and work with agencies as 
they are of the performance of the firms 
chosen. 


1.2 Johnstown, Pa., October 1948. (New 
York: Advertising Research Founda- 
tion, Inc., 11 W. 42nd Street, 1949. 
Pp. 24.) 

This is No. 13 in the Continuing Study of 
Transportation Advertising made by the 
Foundation, which is jointly sponsored by 
the American Association of Advertising 
Agencies and the Association of National 
Advertisers, Inc. The current study is the 
first report on the readership of transporta- 
.tion advertising and the riding habits of the 
public in a small city area. Previous reports 
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were made in major markets from coast to 
coast. 

The sample is constituted of 1211 inter- 
views: 496 before the car cards were posted; 
and 715 after the cards had been displayed 
30 days. Several factors, such as sex, age, 
monthly rental, and employment status, 
were considered in making the interviews. 

The Survey found that 67 per cent of all 
men and 76 per cent of all women are riders 
on Johnstown public transportation facilities. 
A slightly larger proportion of riders are in 
the younger age groups, and little significant 
difference was found in the composition of 
riders by rental categories. The average 
length of the ride was 20 minutes. 

Of greater interest to advertisers, perhaps, 
is the analysis of readership of specific car 
cards. Corrected real audience figures for 
transportation advertisements shows a range 
of 24 per cent for the lowest card readership 
to a high of 62 per cent. Reproductions of the 
advertisements are shown. It is significant 
that the cards ranking first and second are 
characterized by eye-arresting illustrations 
and short copy, while those at the bottom 
of the list would seem to show lack of color 
harmony, relatively more copy, and a some- 
what cluttered appearance. 


1.3 Network Gross in ’48. Spot Buying in 
48. Broadcasting, April 11, 1949. 


The research department of Broadcasting 
here presents its annual analysis of spot and 
network advertising. A summary of esti- 
mates of spot buying for 17 product classifi- 
cations is compared with published data 
for 28 product classes of network adver- 
tising; followed by a detailed discussion of 
the advertising for each product class. Ex- 
cept in the food and drug division (which was 
the leader in both the network and spot 
volume), the pattern of use varied con- 
siderably between the two forms of radio 
advertising. 

1.4 More Salesmen Wanted, More Rentals 
Available in 1949. Printers’ Ink, Janu- 
ary 21, 1949. 

A Printers’§Ink survey among newspaper 

classified advertising managers for the pur- 


pose of casting some light on current business 
conditions reveals that classified he/p wanted 
advertising generally has declined, although 
there has been an increase in advertising for 
sales personnel. Detailed data for such ad- 
vertising are given for the four geographical 
divisions of the country and for varied clas- 
sifications of workers. In addition, some 
alleviation of the housing shortage is shown 
by shifts in the relationship of rentals and 
wanted to rent classified advertising. Both 
categories have increased nationally, but the 
former has gained most and only the Central 
states show an increase in the wanted to rent 


linage. 


1.5 Thirty-Four-Item Test Shows Potent 
Pulling Power of Display. Sales Man- 
agement, February 15, 1949. 


The ability of special displays to sell 
merchandise is indicated by the examples 
furnished in this description of tests made 
by a large Philadelphia grocery store. Ar- 
ranged by The Progressive Grocer, thirty-four 
items of merchandise were given mass dis- 
play in gondola-end feature positions and 
sales results compared with “normal,” or 
shelf sales. The article concludes that such 
display contributes at least a 100 per cent 
increase in volume and that even greater 
achievements can be attained by the use of 
combination displays featuring two related 
items. It is unfortunate that the article 
gives no indication of what controls, if any, 
were employed in the test to prevent pos- 
sible variables (time differences and season- 
ality, price changes, advertising, and so on) 
from disturbing the accurate measurement 
of display effectiveness. 


1.6 Here’s What Testing Tells About 18 Di- 
rect-Mail Problems. Edward N. 
Mayer, Jr., Printers’ Ink, February 4, 
1949. 

Summarizing in general terms the ex- 
periences of both his own agency and others, 
the author presents his conclusions regarding 
a wide variety of the technical problems en- 
countered in direct-mail advertising. Typical 
of the topics covered are such details as the 
size and form of the mailing piece, the use 
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of color, personalization of address, choice 
of production method, and relative effective- 
ness of air mail. It is not the intention of the 
author to recite data on individual tests; 
instead he has interpreted many experiments 
and drawn generalizations where he believes 
them to be justified. Perhaps the most worth- 
while feature of the article is the emphasis 
with which the author points out that on 
many topics no accurate generalization is 
possible. For such problems each advertiser 
is warned that he should carry on repeated 
tests of his own in order to obtain satisfac- 
tory guides to future action. 


1.7 The Effect of Relaxation upon Recall. 
G.R. Pascal, The American Fournal of 
Psychology, January, 1949. 


Market research designed to test adver- 
tising copy and package designs and for other 
purposes has frequently considered as rele- 
vant evidence the ability of respondents to 
recall parts of the advertising of copy or some 
attribute of the product or its package. Pas- 
cal’s experiments indicate that there are 
statistically significant differences in the 
ability of persons to recall copy (nonsense 
syllables in the experiment) as the degree 
of relaxation of the respondent immediately 
preceding the attempted recall is varied. 
Respondents recalled more syllables as re- 
laxation increased. 


1.8 Continuing Study of Newspaper Reading 
No. 125: Denver Post. (New York: 
Advertising Research Foundation, 
Inc., 11 West 42nd Street, 1949. Mim- 
eographed. Pp. 4.) 

Study No. 125 follows the same pattern 
as previous studies in the series. Readership 
is analyzed in the. following categories: de- 
partment store advertising, national ad- 
vertising, local advertising, news and fea- 
tures, sports news, and columnists. 

Findings are also in line with those brought 
out in past studies except that a new classifi- 
cation, jewelry and silverware, was investi- 
gated for the first time. ° 


1.9 The Advertis, Research Foundation. 
(11 West 42nd Street, New York 18.) 


The Foundation has released Study No. 
8 of The Continuing Study of Farm Publica- 
tions, which covers the October 2, 1948 
issue of Kansas Farmer ($25); also Study 
No. 9 of The Continuing Study of Farm 
Publications, which covers the Central 
Edition of November, 1948 issue of Poultry 
Tribune. 


1.10 Information Service for Agencies. Ed- 
ward W. Hermann, Advertising & Sell- 
ing, February, 1949. 


Of interest to researchers in all marketing 
fields is the brief description here presented 
of the information services provided by the 
McGraw-Hill Publishing Company at its 
district offices. A wide variety of sales and 
market data, advertising records, tear sheets 
of business paper ads, editorial and economic 
information, circulation and reader research 
reports, and similar materials are available 
free of charge unless special tabulations are 
requested. Much of the information has been 
obtained by McGraw-Hill editors and re- 
searchers in the preparation of analyses 
of industries and media covered by the 
company’s publishing activities. 


4. MARKETING FARM PRODUCTS 


4.1 Hedging: An Insurance Medium in Mar- 
keting Agricultural Commodities. Chi- 
cago: Chicago Board of Trade, Chi- 
cago, 1948, pp. 26. 


The history, theory, and practice of hedg- 
ing are explained with a simplicity which 
will make this pamphlet useful to a wide 
group of readers. 

The role of hedging in the commodity 
futures market is explained; the procedure 
for making a hedge is described; and the use 
of hedging by country elevators, manufac- 
turers, processors, terminal elevators, and 
grain producers is discussed. Hedging in 
cotton and lard futures is also explained. 


4.2 United States Department of Agricul- 
ture. 


Lists of Publications. The Department of 
- Agriculture has recently issued the following 
descriptive lists of publications which will 
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be of interest in marketing research: 

“Agricultural Economic and Statistical 
Publications” (Bureau of Agricultural Eco- 
nomics), 

“Periodic Market Reports of the Produc- 
tion and Marketing Administration,” 

“Publications on Agricultural Coopera- 
tion” (Farm Credit Administration), 

“Agriculture in Foreign Countries” (Office 
of Foreign Agricultural Relations), 

“Publications of the Soil Conservation 
Service,” 

“Review of Extension Studies” (Extension 
Service), 

These lists are available from the bureaus 
concerned. 


4.3 United States Department of Agricul- 
ture. 

The Service of Federal Grain Standards and 
Grain Grading Primer. Two bulletins on 
grading grain. (Miscellaneous Publications 
No. 328 and No. 325, sold by the Superin- 
tendent of Documents.) 


4-4 United States Department of Agricul- 


Farmers’ Produce Markets in the United 
States—PART I History and Description. 
Prepared by the Farm Credit Administration 
and the Production and Marketing Adminis- 
tration with the collaboration of a number of 
state agricultural colleges. 


5. MINERALS 


5.1 More Capital Equipment—Coal’s Fore- 
most Economic Need, Donald R. G. 
Cowan (Washington 5: National Coal 
Assn.). 


Dr. Cowan examines the economic situa- 
tion of the bituminous coal industry in 
each of three eras since 1890 and at the 
present time. Such factors as nominal and 
real prices of coal and of labor, annual 
physical output, output per man-hour, labor 
cost, business profits, and the introduction 
of capital improvements are examined. 

The industry has lagged behind other 
industries, including competitive fuels, in 
the use of labor saving devices and prac- 


tices. This has been both the cause and the 
result of poor profits for the industry as a 
whole for each of the thirteen years ending 
in 1940. Resulting relatively high prices have 
encouraged the use of other fuels and inten- 
sified efforts to minimize fuel consumption. 
Heavy wartime taxes and price ceilings 
together with wartime restrictions on steel 
products have prevented operators both 
from acquiring new equipment and from 
accumulating funds for subsequent pur- 
chases. Funds for additional equipment 
which is now urgently needed to off-set high 
labor and transportation costs must come 
primarily from retained profits. 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 United States Department of Com- 
merce: Office of Domestic Commerce. 


Developing and Selling New Products. A 
Guide for Manufacturers. This 75 page publi- 
cation should have special interest and ap- 
plication as many manufacturers have excess 
capacity and are seeking new products and 
lines. Based on information obtained from 
some 100 business firms which have success- 
fully developed and sold many new products, 
the report describes: (1) How to locate ideas 
for new products; (2) How to select products 
which sell; (3) How to get the product ready 
for the market; (4) How to name the prod- 
uct; (5) How to package the product; (6) 
How to plan marketing programs; and (7) 
How the Department of Commerce can be 
helpful on new product development and 
marketing problems. The report provides 
many step-by-step accounts of how market 
research has been used by successful com- 
panies to find ideas, to guide product design 
and development, to help in selection of 
package and name, and in providing guides 
for the planning and execution of marketing 
programs. 


9. CONSUMER STUDIES 


9.1 Income Distribution Estimate—as of 
January 1, 1949. Marketing Memos 
No. 49-2. Issued by MacFadden Publi- 
cations, Inc., April 15, 1949. 
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This study estimates the distribution of 
U. S. Families by income groups, with 
estimates of the number of families, urban 
and total, derived according to the current 
Census definition which will be used for 
presentation of 1950 Census data. This study 
also includes the Index of Discretionary 
Spending Power for Wage Earner Families 
and Total Non-Agricultural Families. 


9.2 Recent Changes in Consumer Credit. 
Survey of Current Business, March, 
1949. 

The juxtaposition in time of reduced rates 
of sale for many consumer durables and the 
reimposition by the Federal Reserve Board 
of Regulation W have \ed some persons to 
posit a causal relation between the two. Two 
bits of evidence indicate that modifications 
of the terms of installment credit, such as 
Regulation W involves, have had a less im- 
portant impact on consumption decisions 
than other factors. First, during the first 
three quarters of 1948, during which time 
Regulation W was relaxed, the increase in 
installment loan credit and sales credit— 
excepting automobiles—was less than during 
the similar period in 1947, during which time 
Regulation W was in effect. The declining 
rate of increase in sales during 1948 more 
than offset the inflationary influence of the 
relaxation of Regulation W. The sharply 
diminished rate of increase in consumer 
credit in recent months may be the result of 
a progressive diminution in the demand for 
such credit as the deferred demands of the 
war are fulfilled, rather than the result of a 
reduction in the supply of such credit because 
of Regulation W. Second, jewelry stores have 
had decreasing sales since 1946 in spite of a 
large increase in accounts outstanding. 


9.3 Under What Conditions Do Opinions 
Predict Behavior. John Dollard, Pud- 
lic Opinion Quarterly, Winter, 1948- 
1949. 


Much market research is aimed at pre- 
dicting behavior, and in many cases the 
basis for prediction rests upon verbal re- 
sponses by a sample of the relevant human 


population. A verbal response is said to be 
valid when the response makes possible 
the accurate prediction of overt behavior. 
The factors affecting validity can be sub- 
divided for analysis into those factors affect- 
ing the origin of an opinion or attitude, those 
factors affecting the verbal interchange be- 
tween the researcher and the respondent, 
and those factors affecting the decision to 
behave or not to behave in accordance with 
the preceding verbal expression. The first 
group of factors constitute the “origin situa- 
tion”; the second, the “test situation”; 
the third, the “criterion situation.” 

The following @ priori statements consti- 
tute a check list of sources of invalidity. (1) 
If some of the elements affecting decisions 
in the criterion situation are subconscious, 
they will not be evident in the verbal re- 
sponse and validity will be impaired. (2) 
Inarticulateness of respondents will diminish 
the predictive value of their statements. 
(3) The validity of responses of persons who 
have habitually explicitly formulated the 
reasons for their actions is usually higher 
than for persons of other habits. (4) Inten- 
tional deceit diminishes validity when the 
respondent feels that rewards or penalties 
will be associated with the various possible 
responses. (5) Validity is higher. when the 
verbal response concerns types of behavior 
that have been previously experienced. (6) 
Validity is diminished when unforeseen im- 
portant affecting factors intervene between 
the test and the criterion situations. (7) 
Validity is increased if the relevant circum- 
stances in the criterion situation are sug- 
gested or called to mind in the test situation. 


9.4 Impact of TV—A New Survey. Tide, 
January 28, 1948. 


That ownership of a television set causes 
some rather remarkable changes in the 
family’s leisure time pursuits is becoming 
clearér with each succeeding study of the 
subject. The questionnaire survey here re- 
ported was conducted by the Duane Jones 
agency and differs from others chiefly in the 
apparent care with which it was executed 
and the exclusion of “‘new” set owners. All 
respondents had possessed their instruments 
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for at least six months and the average 
length of time of ownership was fifteen 
months. This was done in order to avoid the 
initial enthusiasm which might be expected 
to influence owners’ habits abnormally. 
(It might be remarked that this is only one 
aspect of the problem, of course. Until 
ownership of sets is much more widespread, 
there still will remain an aura of novelty 
around the device which may influence 
habits.) 

The questions included on the mailed 
form were similar in many ways to others 
currently being employed. In general, the 
replies received corroborate the results 
achieved in other studies: Television set 
owners generally have reduced their movie 
attendance, readership of books, magazines, 
and newspapers, and regular radio listening; 
they have more guests; and they have a very 
great interest in the medium and are willing 
to reply to questionnaires in large numbers 
(relatively), stating their viewing prefer- 
ences. Some of the data reported should be 
evaluated with great care since they are 
based on an almost naive directness of ap- 
proach to complex phenomena, such as the 
effect of television advertising on motiva- 
tion. The report concludes, very sensibly, 
with an indication of some of the major 
problems hardly approached by this and 
other studies, among them questions about 
size of appropriation, franchises on time, 
television costs, and so on. 


9.5 Television Today. Printers’ Ink, Febru- 
ary 18, 1949. TV Today—Measured 
Against Markets. Sa/es Management, 
January 15, 1949. 

A wide variety of information and news 
about the current status of television is 
included in these comprehensive reports. 
Although they are not research studies 
they do make available up-to-the-minute 
data assembled from many sources and 
presented in a form convenient to research- 
ers. Printers’ Ink has incorporated in its 
review a new feature which will appear 
monthly henceforth, a listing of top tele- 
vision advertisers and agencies by expendi- 
tures and billings. 


9-6 The Market for Television Sets among 
Readers of American Magazine. (New 
York: Research Department, Crowell- 
Collier Publishing Co., 250 Park Ave- 
nue, February, 1949. Pp. 7.) 

The survey is based on questionnaires 
mailed to 1500 subscribers to American 
Magazine applicable to December 1948. 
Names were taken at random according to 
geographical and city size pattern of the 
magazine’s circulation. Survey returns were 
74.0 per cent, which seems to be something 
of a record for questionnaire returns. 

Some general information is given on the 
industry. For instance, on December, 1948, 
about 850,000 sets were estimated to be in 
use, which gives a 2.1 per cent set ownership, 
assuming 40 million households. The survey 
showed set ownership to be 3.2 per cent 
among American Magazine readers. Even 
though this is true, 24.8 per cent of American 
readers see television programs outside of 
their homes: 55.4 per cent at friends’ or 
relatives’ homes; 41.7 per cent at bars or 
restaurants, etc. Listenership is fairly regu- 
lar: 34.2 per cent of people who see programs 
elsewhere than at home do so at least once 
a week or more. 

Advertisers of television sets will be in- 
terested in the study’s findings on buying 
intentions: 22.5 per cent intend to buy this 
year (1948), and 54.4 per cent are unde- 
cided. The latter figure indicates a favorable 
opportunity for manufacturers to cultivate 
a receptive market through advertising. Past 
advertising efforts have been surprisingly 
successful, since 59.9 per cent of prospects 
named the brand of set they plan to buy. 

Included are data on types of sets pre- 
ferred, price prospects expect to pay (median 
price $303), program preferences, methods 
of proposed payment, and other pertinent 
facts. 


9.7 Public Taste in Entertainment. Fortune, 
March, 1949. 


The results of this Fortune Survey are 
consistent with sales records of the motion 
picture and book publishing industries. 
Respondents stated that they were attending 
movies less frequently and reading fewer 
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books, a significant number explaining that 
they believed that the quality of output 
in these industries had declined recently. 
The report goes on to provide data on the 
particular likes anc dislikes of the public 
respecting leisure activity and story prefer- 
ences. 


9.8 Color Can Cut Costs—If It Is Right. 
Frederic H. Rohr, Printers’ Ink, Feb- 
ruary II, 1949. 

The chief interest of this report lies in its 
somewhat abbreviated description of the 
method devised to obtain statements of 
color preferences of customers of home 
furnishing departments in five leading de- 
partment stores. A “color bar” is established 
in the appropriate department (at different 
times rugs, drapes, walls, or other home 
furnishing items have been covered). At 
this bar 120 colors are displayed; each has 
a slot beneath it. The customer is given two 
discs, one for the color now in her home, the 
other for the color she would like to have. 
She merely drops the marked discs in the 
slots to furnish her answers. 

Votes respecting colors now in homes 
check reassuringly with past sales records, 
in so far as they are available. Color prefer- 
ences, however, often indicate that stores 
have failed to provide for customers’ wishes 
in this respect. The problem is not easy, 
since over a period of years it has become 
apparent that color preferences are not 
static; the frequency with which they change 
should make sellers particularly conscious 
of the need for keeping up-to-date in their 
color offerings. 


9.9 More Readable Copy Gets More Read- 
ership. Dr. Charles E. Swanson, Edi- 
tor 8 Publisher, March 19, 1949. 


To determine the effect of readability on 
readership, the School of Journalism of the 
State University of Iowa has conducted a 
number of studies. The first involved the use 
of a “split-run” technique in the school’s 
experimental newspaper. A 58 paragraph 
story was written in two versions, “College” 
and “Sixth Grade,” the difference being 
measured by the use of Flesch and Dale- 


Chall formulas. Distribution and interview- 
ing were limited to alternate groups of 
married student veterans in “trailer villages.” 
The two groups of respondents were re- 
markably alike. From the study it is con- 
cluded that long words definitely reduce 
readership, but that words about people 
can have a reverse effect. The importance of 
paragraph length was not investigated but 
it is suggested that reading may be in- 
fluenced by this variable. 


9-10 The 1948 American Magazine Trav- 
elogue. (New York: Research De- 
partment, Crowell-Collier Publishing 
Co., 250 Park Avenue, 1949. Pp. 21.) 


A survey by mail questionnaire of 2980 
American Magazine readers was taken in 
September 1948, and the results of the survey 
were tabulated from a return of 1968 
responses. The latter closely duplicated 
American Magazine circulation by geo- 
graphic areas and city size. 

The results of the survey showed that 62 
per cent of all families went away for a 
vacation in 1948, and spent on an average 
of $254 for each family. Projected to all 
families going away for vacations this gives 
a vacation expenditure of $380 million. At 
the time of the survey (September 1948) 
70 per cent expected to take a vacation in 
1949, and on the average, expected to spend 
$325 on the vacation. This indicates a sub- 
stantial total for vacation expenditures this 
year. However, it would be interesting to 
know how valid such plans are presently 
in the light of current business conditions. 

The study includes much information of 
value to resort people, transportation con- 
cerns, travel agencies, and others interested 
in the field, for it shows data on direction of 
travel, duration of vacation, means of travel, 
assistance from travel agencies, purchase 
of traveler’s checks, proposed foreign travel, 
and similar details. 


9.11 The Public Relations of the Polls. Paul 
B. Sheatsley, International Fournal of 
Opinion and Attitude Research, Win- 


ter, 1948-49. 


Before the 1948 presidential election 
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national surveys indicated that about two- 
thirds of the people thought that “polls 
are a good thing for the country” and about 
57 per cent thought that the polls were 
“pretty nearly right most of the time.” 
About one month after the election about 
47 per cent of a national sample of almost 
1300 thought that “‘polls are a good thing for 
the country” and about 56 per cent that the 
polls were “right most of the time.” There 
are two upward biases in these estimates of 
usefulness and accuracy. First, non-respond- 
ents are probably more hostile to the polls 
than those who participate. Second, the 
ordinary “affirmative bias” in questionnaire 
results is probably increased in a study such 
as this because the questions concern the 
merit of the type of organization which the 
interviewer represents. This second bias is 
probabiy of the same importance in the 
pre-election and post-election studies. The 
first bias is probably more important in the 
post-election surveyBefore the election, the 
refusal rate was 7 per cent; after, 18 per 
cent. There is some sketchy evidence to 
indicate that some—perhaps most—of the 
increase in refusals is attributable to the 
time of year at which the surveys were 
made, and consequently that not all of the 
increase should be attributed to increased 
hostility. 


9.12 Report on the Analysis of Pre-Election 
Polls and Forecasts. The Committee 
on Analysis of Pre-Election Polls and 
Forecasts of the Social Science Re- 
search Council (Samuel S. Welks, 
James Phinney Baxter III, Philip M. 
Hauser, Carl I. Hovland, V. O. Key, 
Isidor Lubin, Frank Stanton, Samuel 
S. Stouffer), Public Opinion Quar- 
terly, Winter, 1948-49. 


The pollsters were misled in believing that 
the techniques upon which their forecasts 
were based were capable of discriminating 
with precision between the winner and loser 
of a close presidential election. The possibil- 
ity of a close election could have been fore- 
seen if there had been a more thorough 
analysis of the data for the 1948 election and 
if the kind of errors made previously had 


been understood and guarded against in 
this last forecast. The main sources of error 
in this forecast seem to have been in the 
sample designs, in the interviewing, and in 
the failure to project accurately data col- 
lected prior to the election. This last failure 
rested upon an inadequate analysis of the 
probable behavior of undecided voters and 
of shifts in voting intention in the period 
immediately preceding election day. Errors 
of the same kind had been made both in 
1940 and 1944, but they were of greater 
importance in 1948. Methods for reducing 
sampling error and improving interviewing 
are available though they are relatively 
costly. Probability sampling with its in- 
creased possibility of supervision of field 
workers is one such possible costly improve- 
ment. The direction and magnitude of the 
errors attributable to interviewing could not 
be measured. A minor defect in sample 
design was the use of quotas for states based 
on the vote in 1944 rather than on the popu- 
lation of voting age. Reduction of errors in 
the projection or forecast depend on further 
basic research in social psychology. The 
scant evidence that is available from re- 
surveys and “panel” studies indicate that 
most previously undecided voters said that 
they voted for Truman and that more 
voters said that they had shifted from 
Dewey to Truman than from Truman to 
Dewey. The evidence indicates that there 
probably was a net shift to Truman in the 
two weeks before November 2 of two or 
three percentage points. Some warning of 
this shift might have been gotten from 
an extrapolation of the shifts that had oc- 
curred between the surveys of the pollsters. 

The recommendations of the Committee 
are general and uncontroversial. Further 
work needs to be done in the basic social 
sciences, particularly social psychology and 
political science. Better use should be made 
of what is already known. More workers who 
are competent should be trained in handling 
practical problems. The public should be 
educated as to the potentialities and limita- 
tions of public opinion polls. Election statis- 
tics should be reported more rapidly and 
accurately. 
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9.13 The Opinion Polls and the 1948 U. S. 
Presidential Polls: A Symposium, 
International Fournal of Opinion and 
Attitude Research, Winter, 1948-49. 


About 20 notes and articles by more 
than 20 authors discuss the sources of error 
in the Gallup, Crossley, and Roper efforts, 
the probable consequences of these errors, 
and some hopeful remedies. Little is said 
that is not included in the report of the 
Committee on Analysis of Pre-Election Polls 
and Forecasts of the Social Science Research 
Council (supra). 


9.14 Firearms and Ammunition: Use and 
Brand Preference. (Topeka, Kansas: 
Research Department, Capper Publi- 
cations, Inc., 912 Kansas Avenue, 


1949. Pp. 18.) 


An analysis of 675 questionnaires re- 
turned from a mail survey conducted among 
farm homes..Of special interest to manufac- 
turers of small arms and ammunition, the 
survey brings out facts that are also sur- 
prising to the general reader. For instance, 
the results show that 9 out of 10 farm homes 
report usage of firearms; 11 per cent of 
firearms users are women; and the market 
holds up substantially the year around 
(without the usual hunting season peak true 
with non-farm users.) The survey also pre- 
sents tabular information of type of firearms 
used, planned purchases (by brand), amount 
of ammunition consumed annually, and type 
of game or pests hunted. 


9.15 Beauty and Personal Care Survey. 
(New York 19: Seventeen Magazine, 
11 West 42nd Street, 1948.) 


The third of a series of studies in the cos- 
metic, toiletries, -and personal care fields. 
Added to the current survey of Seventeen’s 
3000 Consumer Panel were questions re- 
garding permanent wave treatments used 
by teen-agers—including use of home per- 
manent wave kits. Additional eye make-up 
questions have been included and a section 
covering purchase data and brand preference 
for personal and family laundry soaps has 
been added. As in previous surveys, figures * 


on buying and usage habits are liberally 
included in this brand preference study. 


9.16 United States Department of Agricul- 
ture. 


A Consumers’ Guide to U. 8. Standards for 
Farm Products. An explanation of how the 
consumer can use Federal Standards as a 
guide in buying food. Prepared by the 
Production and Marketing Administration, 
(Sold by the Superintendent of Documents. 
15 cents.) 


11. FOREIGN TRADE 

11.1 World Market Credit Report. (Wash- 
ington, D. C.: The Bureau of Na- 
tional Affairs, Inc., 1231 24th Street, 
N.W., 1948. Pp. 46.) 


Credit terms and collection experiences 
of United States exporters in world trade are 
summarized in tabular form. The number of 
exporters is reported who are shipping on 
letters of credit, sight drafts, open account, 
and 30-, 60-, 90-, 120-, and 180-day drafts. 
Such terms are classified by industry of the 
shipper and country of the buyer. Current 
collection experience, similarly classified, is 
also reported. 


14. RETAILING 

14.1 ANRJA Retail Jewelry Stores Operat- 
ing Costs and Methods Study, Part I 
1947 Operating Results, and Part II 
1948 Selling and Shopping Survey 
(New York 17: American National 
Retail Jewelers Assn., Pt. I, $2.00; 
Pt. II, $3.00). 


Part I of this series prepared by Alderson 
and Sessions, Inc. presents an analysis of 
sales, gross margin, turnover, and the prin- 
cipal expense items for 1947 based upon a 
sample of 205 responding stores. Separate 
statistics are presented for each of six differ- 
ent size groups. Sales, gross margin, and 
turnover data are provided for each of the 
five principal departments as well as on a 
storewide basis. The relative contribution of 
these departments and of repair service is 
shown. 

The “typical” jewelry store had a gross 
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profit of 38.2 per cent on a 1947 volume of 
$106,696. Expenses totaled 29.3 per cent of 
sales of which officers and owners salaries 
(7.4 per cent), other salaries except repair 
(8.6 per cent), rent and real estate costs (3.0 
per cent), and advertising including display 
(2.8 per cent) were the principal items. Net 
profit before taxes was 8.9 per cent of sales. 
There was considerable variation in indi- 
vidual expense items among the size groups, 
the larger stores having more than propor- 
tionately higher costs for advertising and 
other salaries and wages. Salaries of officers 
and owners represented a higher proportion 
of sales in the smaller stores. The proportion 
of volume provided by repair receipts grows 
rapidly as size diminishes. Turnover, which 
averaged 1.53 for all departments, varied 
from less than once for the diamond depart- 
ment to nearly four times for plated silver- 
ware which was in short supply during the 
year. 

Part II is a study of the effectiveness of 
salesmanship and merchandising based on 
(1) the use of trained shoppers and (2) ob- 
servation and time study of over 4000 actual 
customer visits. 

Salesmen were rated on each of eleven 
characteristics. The average clerk received 
satisfactory ratings in six, many were un- 
satisfactory in such matters as suggesting 
shopping other departments, building store 
prestige, inspiring customer confidence, and 
knowledge and presentation of merchandise. 
Performance in the jewelry stores studied 
was, however, superior to the corresponding 
departments in a small group of department 
stores shopped during the survey. Separate 
analyses are presented for each of the major 
departments. 

The study of customer habits covers sex, 
number of departments visited, and ratio 
of sale, no-sale, and service clerk-interviews. 

(An intensive distribution cost analysis 
was conducted in 18 stores to determine 
basic functional operating relationships in 
jewelry stores. This analysis is being released 
as a continuing series on the operation of 
various departments in the monthly ANRJA 
Bulletin). 


14.2 Meet Retailing’s 400. E. G. Weiss, 
Printers’ Ink, February 25, March 4, 
II, 18, 1949. 

It is the author’s thesis in this series of 
articles that over half of the over-the-counter 
retail sales made in the United States are 
controlled by about 400 firms. Such a con- 
centration of retail trade is of obvious 
importance to the great majority of consumer 
goods manufacturers. Mr. Weiss logically 
argues that some Census of Distribution 
classifications are of little value in studying 
concentration and supports his estimates 
by adjusting Census figures in a variety of 
ways. For example, he abandons the chains 
—independents dichotomy since some in- 
dependents, e.g., Marshall Field & Co., may 
account for greater volume than many 
chains. Again, he believes that the voluntary 
chain form of organization may result in 
sufficient centralization of buying and pro- 
motional authority to render it desirable to 
include them as single buying units. Further- 
more, he excludes automobiles, lumber, and 
certain other categories in the total of retail 
sales because they are not sold “over-the- 
counter.” The final article lists 379 retail 
firms which account for the majority of sales 
in merchandise which most consumer goods 
manufacturers produce. 


14.3 Retail Sales and Consumer Income. 
Clement Winston and Mable A. 
Smith, Dun’s Review, April, 1949. 


The authors, members of the staff of the 
Office of Business Economics, United States 
Department of Commerce, analyze the 
varying relationships that have existed over 
a 20 year period between various categories 
of retail sales and disposable personal in- 
come. They point out that retail sales in 
peacetime have maintained a fairly stable 
ratio to income, varying between an approxi- 
mate $5 per cent in depression to slightly over 
60 per cent in prosperity. Particular cate- 
gories of retail sales, however, do not neces- 
sarily reflect this over-all stability. Durable 
goods stores, for example, quite naturally 
show greater sensitivity to business condi- 
tions. War and post-war conditions, further- 
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more, have distorted ratios very significantly. 
For example, after a decline during the war 
period, retail sales in the past two years 
climbed to almost 70 per cent of income, 
reflecting high incomes and the failure of 
some expenditures, notably rent, to increase 
proportionately. Purchase of durables in 
this period also reached a much higher peak, 
percentagewise, than ever before. The au- 
thors find some evidence to indicate that the 
pattern of retail expenditures is now slowly 
returning to the pre-war normal. 


14.4 Why Retailers Lose Customers. N. H. 
Comish, Dun’s Review, January, 
1949. 

To determine the reaséns why consumers 
discontinue trading at retail stores the author 
obtained answers to a questionnaire on this 
topic from consumers in towns and cities of 
varying size in Oregon. In order of frequency 
of mention, the causes of consumer discon- 
tent with individual stores were high prices, 
poor quality, delays in service, indifference 
of salespeople, misrepresentation of goods, 
over-insistence of salespeople, haughtiness 
of salespeople, store arrangement, attempted 
substitution, errors, reluctance to exchange 
goods, and so on. As Professor Comish 
points out, several of these response classifi- 
cations might be combined under the head- 
ing, inefficient salesmanship. So stated, this 
cause would be by far the most important 
reason for loss of patronage. The report also 
analyzes responses to show differences in 
attitudes toward department stores and 
women’s wear stores. Although a few sur- 
prising variations do appear, in general the 
patterns for particular store types is similar 
to that for all stores. In evaluating this brief 
report it would have been helpful had the 
author indicated the specific questions used 
and the method employed to select the 
sample. 


14.5 Postwar Patterns of Chain and Inde- 
pendent Store Sales. Clement Win- 
ston and Reba L. Osborne, Survey of 
Current Business, January, 1949. 


Sales of both chains and independents 


have expanded greatly since the war, but the 
percentage increase in chain-store sales has 
been greater than that for independents in 
all lines with the major exceptions of the 
restaurant and drug enterprises. In spite 
of the relatively favorable showing of chain 
stores in the post-war period, chains, with 
the exception of those in the grocery field, 
have not recovered from their set-back dur- 
ing the war. Data, classified by “Kind of 
Business,” are available through 1948 for 
chains, mail-order houses, and independents. 


14.6 Lost Sales Opportunities in Clothing 
and Housefurnishings. (Pittsburgh 
13: Research Bureau for Retail 
Training, University of Pittsburgh, 
1948. Pp. 10.) 


Based on the Pittsburgh Consumer Panel 
of 400 families living in Allegheny County. 
This study highlights the fact that, for the 
period February, 1947 through Janucry, 
1948, for every 100 transactions completed 
in the first store shopped 23 were completed 
only after the customer had shopped in at 
least two stores, and that for every $100 
spent in the first store $47 was spent only 
after she had shopped in at least two stores. 
The average amount paid for merchandise 
bought in the first store shopped was $4.21, 
after at least two stores were shopped, 
$8.54. Interesting breakdowns by product 
divisions are presented in the report. 


14.7 Dealer Opinion on Types of Merchan- 
dising Assistance Received from 
Manufacturers. (New York: Dun & 
Bradstreet, Inc., 290 Broadway, 
April, 1949.) 

Prepared at the request of the Associated 
Business Papers, a national survey of re- 
tailers gathered information about their 
use among various kinds of sales aids. 

Dealers were also surveyed on the propor- 
tion of their customers who ask for a specific 
brand when purchasing, and the proportion 
who ask for the retailer’s recommendation. 

Among types of businesses covered in the 
survey were retailers of appliances, hard- 
ware, drugs, jewelry, home furnishings, office 
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equipment, and groceries. 

A summary of findings is available without 
charge from the Associated Business Papers, 
Inc., 205 E. 42nd Street, New York, N. Y. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Federal Security Agency. 


State Unemployment Compensation Laws. 
The first unemployment compensation law 
became operative in Wisconsin in 1936, and 
by 1938 laws had been enacted in all 48 
states. Provisions of each of the State 
laws are briefly summarized in a recent 
report released by the Federal Security 
Agency. The report shows, State by State, 
what workers are covered under the State 
laws; how the program is financed; what 
benefits are payable and under what cir- 
cumstances, and how the States have or- 
ganized to do the job. 


21. PRICES AND PRICE POLICIES 


21.1 The Law and Economics of Basing 
Points: Appraisal and Proposals. 
J. M. Clark, American Economic Re- 
view, March, 1949. 


The glucose cases imply that a customer 
located near a non-base mill has a right to a 
price lower than that which the competition 
of relatively distant base mills would in itself 
require. This implication seems to make 
necessary the existence for non-base mills 
of some more-than-nominal area of uniform 
mill-net pricing. The effect of the cement 
case was to make illegal systematic and/or 
continuing and pervasive freight absorption. 
In an important sense, therefore, the effect 
of the glucose cases is dependent on the 
cement case in that freedom in establishing 
base prices is diminished when the possi- 
bilities of absorbing freight are diminished. 

The glucose and cement cases have 
rendered almost obsolete the defense of 
basing-point systems resting on the claim 
that prices have been set to meet in good 
faith competitors’ prices. A single producer 
loses the benefit of the good-faith defense as 
he absorbs freight “‘constantly”’; all members 
of an industry lose this defense if each ab- 


sorbs freight some of the time. Thus the 
legality of the pricing system of any firm 
has been made dependent on the pricing 
systems of competitors even though these 
pricing systems have been independently 
determined. 

Clark recommends that the government 
should seek to make competitive pressures 
on pricing stronger than they are under 
basing-point pricing as it has usually been 
practiced. The government’s _ influence 
should be exercised through administrative 
regulation of trade practices, the regulation 
being formulated to change the essential 
economic effect of the practices rather than 
their form. It may be well to relieve business 
of the burden of proof of “good faith” under 
Section 2(b) of the Robinson-Patman Act. 

The principal changes should be pro- 
cedura!—not substantive. It is improper to 
impose what are in effect ex post facto penal- 
ties for violation of the Trade Commission 
dicta that have not been announced clearly 
and prior to the action being judged. Most 
important, the Commission should be re- 
quired to document carefully any finding 
that competition has been impaired and to 
define specifically the alternative practice 
that would be superior and that could con- 
ceivably be made effective under the given 
conditions of the industry in question. 


21.2 A Note on Pricing in Monopoly and 
Oligopoly. Joe S. Bain, American 
Economic Review, March, 1949. 

Executives responsible for the administra- 
tion of price policy should recognize the rela- 
tion between current price and future de- 
mand and the consequences of current price 
policy on the entry of new firms into the in- 
dustry. The first problem can be handled 
theoretically by considering the demand and 
cost curves for the industry in a succession 
of future time intervals. The second problem 
makes desirable the development of two 
concepts. The first is “limit price,” defined 
as the highest common price which estab- 
lished sellers believe they can charge without 
inducing at least one increment to entry. The 
second is the anticipated demand curve for 
the products of a collusive oligopoly for all 
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prices greater than the “limit price.” The 
formal analysis developed on the basis of 
these concepts is a variant of the con- 
ventional analysis of oligopoly pricing. The 
analysis differs from the ordinary kinked- 
demand-curve analysis in that both the 
average and the margi.ial revenue functions 
have discontinuities, and the analysis applies 
to the actions of a collusive oligopoly rather 
than a single oligopolist. Bain states the 
obvious in admitting the extreme difficulty 
of getting evidence which would adequately 
test the validity of the theories suggested. 


21.3 United States Department of Agricul- 
ture. Formula Pricing of Milk for 
Fluid Use. Edmond S. Harris and 
Irwin R. Hedges, December 1948. 
(Misc. Report 127, Farm Credit Ad- 


ministration.) 


This new report discusses formula pricing 
of milk which is defined as a method of 
“determining prices for a particular period 
by some agreed-upon mechanism, thus 
eliminating the necessity for constant bar- 
gaining between the producer organization 
and the distributors to bring about price 
changes. These formulas are usually related 
to a price indicator such as wholesale prices 
of certain manufactured dairy products, or 
factors measuring general business activity 
and consumer buying power.” 

The main purpose of the report is to assist 
leaders of dairy cooperatives and others in 
considering formulas for pricing milk for 
fluid use in their own markets. 


21.4 United States Department of Agricul- 
_ ture. 4n Analysis of the Base-Quota 
Plan in Use in the Memphis, Tennes- 
see Milkshed. Hans G. Hirsch and Ir- 

win R. Hedges. 


The plan presented in this recently- 
completed study has one unique feature not 
found in similar plans in use in other markets. 
It makes producers responsible for supplying 
a quantity of milk up to the amount of their 
quota during the short season, or else they 
may be assessed penalties. These penalties 
represent the producers’ prorata share of the 
net cost of milk imports which are necessary 


when local milk production is insufficient to 
supply all of the market’s needs. 


22. GENERAL MARKET STATISTICS 


22.1 A Progress Report on New Business 
Enterprises in the United States. 
(New York: Dun & Bradstreet, Inc., 
290 Broadway, April, 1949.) 


Based on United States Department of 
Commerce and Dun & Bradstreet statistics, 
this six-page folder contains data on the 
growth of the business population by states, 
the rate of growth of specific lines, the 
average initial investment of new enterprises 
by specified lines, business longevity by lines, 
and the age of business concerns that failed 
in 1948. 

Copies are available without charge from 
the Advertising Department of Dun & 
Bradstreet. 


22.2 The Farm Market: Some Basic Trends 
and Changes. Vergil D. Reed. (New 
York 17: J. Walter Thompson Com- 
pany, 420 Lexington Avenue.) 


The farm market is in reality two markets: 
a consumer market and an industrial market. 
The many facts presented in this study have 
been brought together to show the trends 
and changes that are taking place and how 
these affect the dual farm market. 


22.3 Statistical Data: Tractors and Farm 
Equipment. (Kansas City 6: Imple- 
ment and Tractor, 601 Graphic Arts 
Building, July 10, 1948.) 


Carefully selected state and county sta- 
tistics are supplied from which dealers, 
jobbers and manufacturers of farm ma- 
chinery may evaluate future sales potentials 
for every rural corner of the United States. 


22.4 United States Department of Com- 
merce: Office of Domestic Commerce. 


Historical Statistics of the United States, 
1789-1945. A statistical summary of Ameri- 
can economic development since 1789, with 
figures for each year, is scheduled for pub- 
lication about May 1 by the United States 
Bureau of the Census as a supplement to the 
Statistical Abstract. This volume, with the 
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cooperation of the Social Science Research 
Council, brings together nearly 3000 sta- 
tistical time series of annual data, carried 
back to 1789 where possible. Fourteen broad 
subject fields are covered. Of the time series 
of annual data, about one-tenth start before 
1820 and give the figures for each year to 
1945; more than one-fifth begin before 1860; 
one-third start before 1880; and one-half of 
the 3000 series start before 1890. (The 
volume is sold by the Superintendent of 
Documents at $2.50.) 


22.5 National Income and National Product 
in 1948. Survey of Current Business, 
February, 1949. 


This is the annual review of national in- 
come, production, and price statistics for the 
year 1948. Brief discussions, in part descrip- 
tive and in part analytical, accompany the 
data. 


22.6 United States Department of Com- 
merce : Office of Domestic Commerce. 


Census of Manufacturers, 1947. The 1947 
Census will reveal the vast and widespread 
changes that have taken place in manufac- 
turing since the last over-all census of 1939. 
The number of manufacturing establish- 
ments has risen from about 185,000 in 1939, 
to some 250,000 in 1947. Marked shifts in 
the geographic location of industry will be 
evident. Although funds may not permit full 
publication of the data which has been col- 
lected, the Census Bureau will probably be 
able to make additional tabulations at cost 
for agencies which require them. Printed 
volumes of the 1947 Census will not begin to 
appear until early 1950. Preliminary re- 
leases, however, will appear this year, in the 
following order: (a) Releases by industry, 
with some State data; (b) States, by city 
and county: general information, no in- 
dustry data; (c) Standard Metropolitan 
Areas, by industry; (d) Cities, by industry. 


22.7 United States Department of Com- 
merce: Office of Domestic Commerce. 


Agricultural Outlook Charts. This publica- 
tion portrays graphically various series on 
prices, income, population, etc., and on 


leading crops. Wholesale price indexes, car- 
ried back to the year 1798, show that we are 
in the fourth great inflationary period of the 
150-year record. While most of the series 
cannot be pushed back so far, many cover a 
large part of the present century. 


22.8 United States Department of Labor. 


Handbook of Labor Statistics. A new com- 
pendium of labor statistics of various 
kinds has been prepared by the United States 
Bureau of Labor Statistics. This 1947 Hand- 
book is the sixth in a series. The volume 
presents time series on employment, labor 
turnover, earnings, prices, industrial rela- 
tions, productivity, construction, housing, 
rents, work injuries, social security pro- 
grams, consumers’ cooperatives, and many 
related subjects. Most of the series are those 
regularly collected by the Bureau although 


some figures from other agencies are in- 
cluded. 


22.9 New England Community Statistical 
Abstracts: Interim Edition—Massa- 
chusetts Section. (Boston 15: College 
of Business Administration, 685 Com- 
monwealth Avenue.) : 


Significant economic and social statistical 
data for 99 leading Massachusetts cities and 
towns. These Abstracts bring together in 
compact form the statistical data regarding 
leading trade and industrial centers—col- 
lected from many different sources and ar- 
ranged in convenient form for quick refer- 
ence and comparison. They are of unusual 
value in studying markets; in choosing store, 
factory, and branch office locations; in 
planning sales territories; in appraising 
financial investments; and for many pur- 
poses where comprehensive data regarding 
a community are needed. 


23. MARKET AREA STUDIES 


23-1 University of Illinois. (Urbana, Illinois.) 


Survey of the Kankakee Retail Trade Area. 
—Paul D. Converse. The findings of a per- 
sonal interview survey made in Kankakee, 
Illinois and fifteen smaller places in its trad- 
ing area. Besides trading habits, the atti- 
tudes, newspaper readership, and radio 
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station popularity of the respondents were 
covered. The report, sponsored by the 
Kankakee Chamber of Commerce, is avail- 
able from the Bureau of Economic and 
Business Research, University of Illinois. 


23.2 University of Illinois. (Urbana, Illinois.) 


Bloomingion Trade Area Survey Report.— 
David J. Luck. Results of a survey con- 
ducted concurrently with the Kankakee 
survey and covering Bloomington residents 
and those of twelve places in its area. Besides 
purchasing habits and motives, it covers 
store hour attitudes and newspaper reader- 
ship. The Bloomington Association of Com- 
merce sponsored the report, which is avail- 
able from the Bureau of Economic and 
Business Research, University of Illinois. 


23.3 University of Illinois. (Urbana, Illinois.) 


Harvey, Illinois as a Retailing Center.— 
David J. Luck. Report on a personal inter- 
view survey in Harvey and in nine other 
places in the suburban area south of Chicago. 
The report shows the trading habits in a 
satellite city and of suburban residents in an 
area of heterogeneous population. Data on 
shopping hours and the transportation media 
used for shopping also were obtained. This 
report is sponsored by the Harvey Associa- 
tion of Commerce and may be obtained from 
the Bureau of Economic and Business Re- 
search, University of Illinois. 


23.4 University of Maryland. (College Park, 
Maryland.) Baltimore: Some Eco- 
nomic Indicators. Bureau of Business 
and Economic Research. Vol. II, 
Number 4, March, 1949. Pp. 25. Free. 


In this study a number of business barom- 
eters are used in conjunction with appropri- 
ate methods in an effort to: 


1. Measure changes: growth, decline, po- 
tentials 

2. Analyze major factors in developments, 
and their interrelationships 

3. Describe the community’s relations to 
contiguous areas and beyond. » 


23-5 University of Colorado. (Boulder, Colo-, 
rado.) 


The Bureau of Business Research has re- 
cently completed three studies: Business in 
the Small Cities of Colorado by L. J. Crampon. 
This report presents the general conclusions 
obtained from a series of studies of seven 
small Colorado cities. 

Manufacturing in Pueblo, 1948 by L. J. 
Crampon. A study of current manufacturing 
in the city of Pueblo and the immediately 
surrounding area. It consists of a tabulation 
of the number of plants, total employees, 
and estimated total payroll of Pueblo manu- 
facturers broken down by census classifica- 
tions. Attention is given to the large number 
of new plans that have recently moved into 
the Pueblo area. 

The Possibility of Shoe Manufacturing in 
Colorado by John W. Bartram and Mark S. 
Bentson. This report considers the possibil- 
ity of developing a shoe industry within the 
state of Colorado. Various aspects of the 
problem, including transportation costs, 
labor supply, and available markets, are con- 
sidered. 


23-6 University of Washington. (Seattle 5, 
Washington.) 


The Bureau of Business Research of the 
University of Washington has the following 
three projects in progress: The King County 
Project by Edith Dyer Rainboth, Director 
and Bayard O. Wheeler, Consultant; Yakima 
Valley Industrial and Commercial Survey by 
Axel E. Strom; and Statistical Abstract of 
Washington State by Marilyn Druck. 


24. RESEARCH TECHNIQUE 


24.1 The Problem of Bias in Mail Surveys: 
A Solution. Robert Ferber, Pudlic 
Opinion Quarterly, Winter 1948-49. 


The author, after examining various 
methods of neutralizing, or at least deter- 
mining the existence of, bias in returns to 
mail questionnaires, observes that analysis 
of the returns according to receipt time offers 
the most promise of detection of bias without 
costly follow-up interviews of nonrespond- 
ents. This method is postulated on the theory 
that “any differences on a certain issue be- 
tween mail respondents and non-respondents 
would be reflected in the replies of the early 
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respondents as compared with those of the 
later ones. The latter are, in effect, ‘almost 
non-respondents’ and are therefore most 
similar to those who did not reply.” The 
method, as usually employed, involves, how- 
ever, an arbitrary determination of the 
method and extent of grouping for bias tests. 

The author suggests, as a solution to the 
difficulty, the use of random order tests to 
determine the probability of bias from a 
particular characteristic, the characteristic 
and the order of response being the two 
variables. He suggests the use of the co- 
efficient of rank correlation where the sus- 
pected bias is in a variable characteristic. 
The significance of the coefficient “is de- 
termined by referring to a probability table 
giving, for various sample sizes, the distribu- 
tion of r when the true value is zero.” He 
presents a detailed and understandable il- 
lustration of this method. If the charac- 
teristic to be tested admits of only two 
answers (e.g., yes-no questions) an even 
simpler random order test is feasible based 
on the number of runs of each alternative. 

The author points out that significant 
values in these tests indicate bias and neces- 
sitate a follow-up sample of non-respondents. 
He suggests that the application of bias tests 
to the results of pre-test surveys would be 
helpful in determining the practicability of 
using mail questionnaires. 


24.2 Planning the Questionnaire for Tabu- 
lation. Paul L. Erdos, International 
Journal of Opinion and Attitude Re- 
search, Vol. 2, No. 3, Fall, 1948. Mex- 
ico, D.F., Mexico. Pp. 8. 


This article suggests that both time and 
money can be saved by planning the ques- 
tionnaire in line with tabulation require- 
ments. Sample questions are used which 
illustrate the relationship between order of 
questions and tabulation. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 HOW USS and Subsidiaries Measure 
the Steel Market. Boy E. Estes, Jn- 
dustrial Marketing, April, 1949. 


The use of industry data modified by esti- 
mates by salesmen is described in this case 
study of U. S. Steel’s quantitative measure- 
ment of its markets. The variety of the 
products, uses, and buyers renders the task 
difficult. However, the author, commercial 
research director of the corporation, believes 
that the results are more accurate than 
purely statistical methods could be in such a 
situation and he gives examples to show that 
in spite of the widespread distrust of sales- 
men’s estimates, the method can give very 
usable information. 


25.2 Automotive Survey No. 12. (New York 
17: The Crowell-Collier Publishing 
Company, 250 Park Avenue, 1948.) 


The twelfth annual automotive survey 
conducted in July, 1948 sets present car 
ownership at 30.1 millions and lists prospec- 
tive new car buyers at 12.9 millions. Besides 
car ownership data, the report includes con- 
sumers’ opinions on such subjects as price 
trends, dealer allocations, the ‘‘new look”’ in 
styling, and satisfaction with repair jobs. The 
sample used for the first time in the current 
study includes an accurate cross-section of 
all families living in the United States—car 
owners and non-owners, urban and rural. 


25.3 The Television Industry. Fred Bremier. 
(Philadelphia 5: The Curtis Publish- 
ing Company, November, 1948. Pp. 
49, plus Appendix.) 


This report summarizes the growth of the 
television industry as a commercial medium. 
It contains sections on telecasting station 
progress, government regulations and as- 
signing of broadcasting channels, television 
network transmission, programming, pro- 
duction, installation and servicing of re- 
ceivers, and the future of television. Supple- 
mentary tables spot areas where television is 
available, and name producers of television 
sets and national advertisers who sponsor 
television shows. Information and statistics 
have been revised to November 29, 1948. 
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Commopity ExcHANGES AND FurTureEs 
Trapinc, by Julius B. Baer and Olin 
Glenn Saxon. (New York: Harper and 
Brothers, 1949. Pp. 324. $5.00.) 


This is a revision of Commodity Ex- 
changes by Baer and Woodruff first pub- 
lished in 1929. 

The purpose of this book is to provide an 
“analysis of the economic functions, the 
methods of operation, the trading practices, 
and the regulation” of commodity exchanges. 
The object has been to produce a book which 
will be useful to students in college courses on 
Marketing and to those who use the Ex- 
change facilities. “This book is not a trade 
manual or hand-book of technical terms; nor 
is it an extensive analytical or theoretical 
treatise on the economic functions of the 
Commodity Exchange.” 

The authors seek to accomplish their” 


purpose in sixteen chapters the first of which 
treats briefly the development of commodity 
markets. This is followed by a discussion of 
the economic functions of exchanges, specu- 
lation as a constructive economic activity, 
grading, standardization, the gathering and 
dispersion of market information, and com- 
modities adaptable to futures trading. The 
nature of the futures contract is covered in 
the seventh chapter and then in five chapters 
the organization and operation of exchanges, 
including hedging, is presented. The final 
four chapters deal with the law of com- 
modity exchanges. 

As compared with the 1929 edition, this 
edition has two new chapters, the one on the 
historical development of commodity ex- 
changes and the other on the Commodity 
Exchange Act. 

The chapter on the historical development 
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of commodity exchanges very briefly gives a 
historical description of exchanges and then 
discusses phases of trading on spot markets. 
Since little more than this could be done in 
the limited space allotted for the history of 
the subject and considering the importance 
of other phases of the subject, the historical 
development might well have been con- 
densed even further, or omitted entirely. 

The chapter on the Commodity Exchange 
Act is adapted from a digest, dated June, 
1936, by J. M. Mehl. 

The remaining chapter headings are es- 
sentially the same as those in the 1929 edi- 
tion. The content of the chapters, however, 
with the exception of the short chapter on 
the legality of clearing house operations, has 
been somewhat revised and modernized for 
the most part within the same topic headings 
of the earlier edition. This revision is thus 
essentially an editorial revision. 

This book does accomplish the broad pur- 
pose for which it was intended. It is useful 
to students in college courses on Marketing, 
and a teacher of a course in which the sub- 
ject of commodity exchanges is covered 
would be well prepared on the subject with 
the background such as this book affords. 

Frep M. Jones 
University of Illinois 


InpustRIAL PsycHoLtocy anp Its 
Founpations, by Milton N. Blum. (New 
York: Harper and Brothers, 1949. Pp. 499. 
$4.50.) 

“At least the side of the sheep which I can 
see have been sheared” is supposed to have 
been the reply of a famous Chief Justice to a 
question as to whether a flock of sheep had 
been sheared. Dr. Milton Blum has well at- 
tempted to look upon both sides in discussing 
varied applications, misapplications, and 
lack of any application of psychological 
principles in analyses, interpretations, and 
remedies for many of the perplexing in- 
dustrial, commercial, and social problems. 

In his introduction, he points out the 
scope, method and point of view of the in- 
dustrial psychologist. He recounts the Haw- 
thorne Studies as perhaps “starting the 
show” (p. 11). His analysis, recounting, and 


interpretation of this work should be of con- 
siderable aid in studying our various eco- 
nomic problems. This reviewer, however, 
does not believe that such “Studies can be 
considered as the coming of age of the sub- 
ject just as Miinsterberg’s work might be 
considered its birth” (p. 47). This seems to 
place too great an emphasis upon those 
studies, to the neglect of a multitude of ex- 
periments that have been and are being 
carried on by a myriad of psychologists, 
sociologists, economists, and research men. 
The measurement of attitudes and the 
problems of job satisfaction come in for 
searching and thorough analysis. This mate- 
rial will be very helpful throughout the 
marketing field in securing better work ad- 
justments, as the author continually em- 
phasizes the “‘social being in a social setting.” 
The analysis of morale and incentive prob- 
lems, certainly a controversial one, is fully 
treated. Some inconsistency exists here, in- 
asmuch as the author decries the use of “‘ex- 
perts,” “‘who believe that people work only 
for money,” thus implying that the analyti- 
cal psychologist is the one and only “expert.” 
The author points out the contribution of 
the psychologist in the fields of Job Analysis 
and Job Training, and well emphasizes a 
scientific approach in these fields. Time and 
Motion Studies receive some justifiable criti- 
cism by the author in his extensive treat- 
ment, from a psychologist’s point of view, 
as he condemns methods which overly em- 
phasize production increases, to the exclusion 
of work adjustments plans and worker 
participation in any change contemplated. 
Fatigue and related phenomena are ex- 
cellently treated as individual and group be- 
havior patterns, followed logically by the 
author’s material on work environment. 
Some of his conclusions on positive and 
negative factors are well worth reflection by 
all who are interested in bettering working 
conditions. In the prevention of accidents, 
the author not only analyzes causes, ap- 
praises methods in use for reduction, but 
suggests clinical and educational techniques 
for experimentation. 
Leadership and the problems of Industrial 
Warfare are both extensively treated and 
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carefully analyzed. The reviewer objects to 
the author’s statement on leadership that 
‘it involves a subordinate-superior rela- 
tionship” (p. 317). While it is doubtful that 
the term “Industrial Warfare” fairly de- 
scribes the chapter, and it might be ques- 
tionable whether there is such strife between 
management and labor as to term it warfare, 
surely there is not extensive willing coopera- 
tion. The observation that both parties must 
act in a more mature manner, and settle 
differences through joint action is certainly 
a challenge to all parties. The effects of un- 
employment are analyzed from a social and 
individual point of view. 

Some of the strengths, uses, and limita- 
tions of Psychological Testing are presented. 
The problems are dealt with in a way which 
bear careful study by those using, those con- 
templating use, or by the research-minded 
individual. He cautions against expecting too 
much from tests or from widespread applica- 
tion of those tests which have been tailor- 
made or adapted to a specific situation. The 
author states that there should be a closer 
relationship between test results and job per- 
formances. In a Test Appendix he lists 
twenty-nine well-recognized tests and pre- 
sents in condensed form, such information as 
may be pertinent, such as description, time, 
validity and reliability, referring readers to 
the text page where they have been hitherto 
mentioned. 

The material presented on Consumer Re- 
search, Advertising, and Selling will be 
especially interesting to marketing men. One 
might summarize the line of thoughts pre- 
sented therein by saying that some research 
is merely the rearranging of former precon- 
ceived prejudices, that much advertising 
money is wasted, and that sales psychology 
is not psychology-as the psychologist knows 
it, nor does it result in the sales which the 
would-be seller anticipates. In the field of 
hiring and training salesmen, as well as in the 
marketing fields enumerated above, he 
points out that psychology has much to offer. 

The author has emphasized throughout 
the book that too little attention has been 
given to research, too much to snap judg- 
ment, or to trial and error methods. He has 


emphasized that maximum satisfaction of 
men at their work is the goal of industrial 
psychologists, rather than constant improved 
efficiency. He has exposed many fallacies, 
outlined logical research techniques, and has 
made a very definite contribution to sci- 
entific literature in this field. Bibliographies 
are extensive, up-to-date, and well-selected 
in order that students, professors, research 
men and lay readers in colleges, clinics, com- 
mercial and industrial concerns may read 
further in their particular fields of interest. 

At a time when distribution as well as pro- 
duction costs are such a matter of concern, 
and when lack of labor-management coopera- 
tion is so evident, this treatise fills a definite 
niche in attempting to solve our problems of 
human relationships. 

Vernon D. KEELER 

Keeler-Griffith and Associates 


THE FRAMEWORK OF THE Pricinc SysTEM 
by E. H. Phelps Brown. (Lawrence, 
Kansas: University of Kansas, 1949 
(Reprint of the 1936 edition). Pp. 215. 
$3.25.) 

The Framework of the Pricing System, first 
published in 1936, and now being issued as 
a reprint, has as its stated purpose “... 
to take the barest framework of the pricing 
system, and to expound it so that the student 
may take hold of propositions stated in the 
exactness of abstraction, may see the place 
of pure theory in the whole of economic 
study, and may be guided in the paths of 
quantitative thought” (p. viii). Elsewhere, 
the author writes, “‘An essential part of... 
[the systematic study of theory]... is the 
analysis of the static equilibrium, and the 
aim of this work is to help the student to 
obtain a clear and comprehensive view of the 
first framework”’ (p. v). 

To present a “clear and comprehensive 
view of this first framework,” the author pro- 
ceeds by constructing, in isolation, a model of 
the Consumers’ Market, then a model of the 
Producers’ Market. In the next step, he joins 
the two models together into one model of 
the entire system. Once he has accomplished 
this fusion, he suggests possible modifications 


” of the model under the headings: Theory of 
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Capital and Interest, Dynamic Economics, 
Theory of the Firm, Theory of Money, and 
Fieldwork and Statistical Studies. 

The train of thought for the book is set 
by the question, “How are prices and the 
quantities of goods determined?” To answer 
this question, Professor Brown first considers 
the Consumers’ Market. He approaches the 
problem first along the traditional lines of 
marginal utility analysis. However, because 
he is looking for a quantitative expression of 
the consumer’s disposition towards each 
commodity, he is forced to drop the marginal 
utility analysis. To continue along these 
lines would mean specifying the unit of 
utility, a task he wishes to avoid. Instead, he 
sets down the principle “that the question 
‘How much do you want this?’ can be 
answered only by ‘As much as I want that’ ” 
(p. 59). With the answers he arrives at ac- 
cording to this principle, he constructs a 
schedule showing “‘ . . . what reduction in a 
given rate of consumption of one commodity 
our supposed consumer would deem just 
enough to compensate a certain increase in 
his rate of consumption of another. This re- 
lation ... (is)... the marginal rate of sub- 
stitution; and the function which shows what 
rate of substitution will correspond with a 
given rate of consumption... (is)... the 
substitution function” (p. 67). 

Using the substitution function, he sets 
the principle that, in order to obtain maxi- 
mum benefit, the distribution of the con- 
sumer’s outlay will be such as to bring into 
equality the ratios of the marginal rates of 
substitution corresponding with the rates of 
consumption of given commodities to the 
prices of these commodities for all com- 
modities under the consumer’s consideration. 
Interestingly, this is exactly the solution ob- 
tained in using the technique of indifference 
analysis (see J. Stigler, Theory of Price, p. 


While the governing principle for con- 
sumers’ outlay is to achieve maximum bene- 
fit, the governing principle for producers’ 
outlay is to obtain the largest possible out- 
put. The entrepreneur is required, therefore, 
to arrange his outlay so that the marginal 
products of the diferent productive factors 


will be proportionate to the prices at which 
he hires them. 

To unite the two models into the one 
framework of the pricing system, the author 
sets the following two conditions: (1) the 
amounts the producers have to lay out on the 
factors of production equal the amounts re- 
ceived from their sales according to the 
workings of the market; (2) the amounts sold 
to the consumers shall be the same as the 
amounts created by the productive factors. 
Thus the workings of the two subsidiary 
models are fused into the operation of the 
complete model. 

In setting up his models, Professor Brown 
is very careful to outline the elements 
needed. He lists the elements under the fol- 
lowing headings: (a) The Functional Rela- 
tions—the substitution and production func- 
tions; (8) The Independent Variables—in- 
cluding consumers’ tastes, inventory of 
productive factors, etc.; in other words, those 
variables held fixed by the economic Joshua, 
“ceteris paribus”; (y) The Dependent Vari- 
ables—the prices and quantities of goods to 
which the initial question referred; (6) The 
Principles—for the consumer, maximum 
benefit from a given outlay; for the producer, 
maximum output for a given outlay on pro- 
ductive factors. Given these and other con- 
ditions and the fixing of (a) and (8), these 
principles will yield singular results for (7). 

Once he has set up the entire system, and 
described its limitations, he proceeds to a 
demonstration of the operation of the model. 
He assumes an initial change in the amount 
of one productive factor, Z, and then traces 
the effects of this change through the entire 
system as he has constructed it. He con- 
cludes the tracing of the effects with this 
caution: “We have studied them in order to 
illustrate the unity of the system, and to 
show how it brings together before the eye 
the various factors bearing on this part or 
that; but our study must be held within 
these bounds, and must not be thought either 
to be complete in its own abstract form, or to 
be capable of ready application to the actual 
world” (p. 168). 

It is this constant readiness on the part of 
the author to emphasize the caution with 
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which one must approach the results of an 
analysis such as he presents that must be re- 
garded as a distinct advantage of the book. 
At no time does Professor Brown let the 
reader forget that the framework he is setting 
up is a far cry from the world of actual ex- 
perience. On the first page he writes, “Be- 
cause economics deals with the affairs of men, 
and because the world is full of economic 
problems, the student may expect the prin- 
ciples of economics to yield answers to the 
questions of the day; but if it is to abstract 
theory that he comes with this expectation, 
he is doomed to disappointment, for it will 
directly yield him no such policies and pre- 
cepts as he looks to find” (p. 1). When he has 
completed the construction of the frame- 
work, Professor Brown writes, ““The frame- 
work as it stands, then, might be con- 
sidered only as a first clearing of our thoughts, 
whose benefit will be enjoyed chiefly as we 
pursue our studies further” (p. 157). Profes- 
sor Brown again shakes the warning finger 
when he cautions against the application of 
the results of the study of the static frame- 
work to the tasks of policy-making. 

It is in the last chapter—Developments of 
the System—that the author points out how 
the static analysis might be developed into a 
tool useful in the solution of economic prob- 
lems. One important area of development is 
described under the heading: Economic 
Dynamics. In addition to the usual sugges- 
tion that the clock must be allowed to move, 
he says, more significantly, ‘““We have to ask 
whether we can give any account of how one 
state of the independent variables brings 
forth another: how the present arrangements 
of consumption, for example, affects the 
tastes and habits of consumers, and so pro- 
vides new substitution functions; of how the 
present course of working and saving affects 
men’s habits, and so changes their future 
willingness to work and save... (Here)... 
our materials must be the record of history, 
and the stuff of human nature. Here econ- 
omist and historian join hands with the 
psychologist, sociologist, and anthropologist, 
in the one twilight of the social studies” 
(pp. 188-9). Professor Brown here points out 
where and why the artificial separation of the 


different areas of the social studies must end. 

In the final section of the book he does 
little more than mention the need for further 
fieldwork and statistical studies to con- 
tribute to theory, to test theories, and to 
force the reconstruction of models when facts 
show these models to be poorly built. This 
final consideration is in contrast to a state- 
ment he makes earlier in the book, when he 
sets down the guiding question to the struc- 
ture of the framework: “Given an everyday 
knowledge of the structure of a modern 
economy, what are the elements that we 
must take from it in order to build a system 
which, formally and in principle alone, will 
enable us to determine price and quantity 
from elements which themselves at any 
moment are independent of the values which 
price and quantity assume?” (p. 12). But is 
“everyday knowledge” good enough as a 
criterion? “Everyday knowledge” for a long 
time included the ‘facts’ that the world was 
flat, that the shortest distance between two 
points was a straight lines that there were 
only four elements—air, earth, fire, .and 
water. Thus, wouldn’t it be wiser to depend 
on fieldwork and statistical investigation to 
determine the facts upon which we must 
build, rather than on the “everyday knowl- 
edge of a modern economic system’’? 

There is one serious defect in the method 
of exposition used by the author. To explain 
the determination of a supply schedule, he 
makes use of a mechanical analogy (pp. 16- 
20). More exactly, he compares the construc- 
tion of a supply schedule to the experiment- 
ally determined elasticity function of a 
length of cord. Such an analogy neglects the 
basic difference between the two types of 
schedules—the supply schedule being con- 
structed on a subjective basis, the elasticity 
schedule on the objective basis of laboratory 
experiment. Such mechanical analogies can 
easily lead to the expression of economic 
phenomena in terms of mechanism. In an 
elementary study such as this, such analogies 
should be, if not completely avoided, fenced 
in with danger signals. 

The book, The Framework of the Pricing 
System, was designed as the student’s in- 
troduction to the systematic study of theory. 
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Professor Brown, I believe, has followed this 
design in excellent fashion. He has written a 
readable volume, carefully presenting the 
elements with which he must build his 
model, and—what is extremely important— 
emphasizing repeatedly the limitations of his 
static analysis. The techniques used by Pro- 
fessor Brown are not the latest—with partic- 
ular regard to indifference analysis—but this 
does not detract from the book’s value as an 
introduction to the value, problems, meth- 
ods, and shortcomings of static analysis. 


Irvinc RosHWALB 
City College of New York 


Sources or Business INForMATION, by 
Edwin T. Coman, Jr. (New York: Pren- 
tice-Hall, Inc., 1949. Pp. 406. No price 
given). 


Mr. Coman, who is director of the Gradu- 
ate School of Business library at Stanford 
University, is in a particularly strategic posi- 
tion for preparing such a book. His objec- 
tive, as stated in the preface, is to provide 
the business man with the means both of 
locating elusive business information to 
answer specific problems and to gain a broad 
picture of the business situation that will 
enable him to evaluate his own position. His 
second aim is to enable the ambitious young 
person to locate sources of knowledge on 
business. In this reviewer’s opinion he has 
succeeded admirably in reaching his objec- 
tives. The book is one which should be on 
the desk of every progressive business man 
and in every public and business library. 
While the publishers suggest that it is a text 
book, and it may be so strictly interpreted, 
my own feeling is that it should be used as 
an auxiliary text in courses in business re- 
search and related subjects. 

The book is divided into 15 chapters 
starting out with introductory chapters on 
methods of locating facts, basic time saving 
sources, and locating information on firms 
and individuals. Chapter 4 discusses the 
business scene, Chapter 5 statistical sources, 
and a number of chapters are given to par- 
ticular. fields of information such as financial, 
real estate, accounting, and management. 
Readers of THE JOURNAL OF MARKETING will 
be particularly interested in Chapter 10, 


which deals with marketing, sales manage- 
ment, and advertising. They may also find 
of interest the information in Chapter 13 on 
transportation and in Chapter 14 dealing 
with foreign trade. 

A book reviewer is supposed to point out 
defects as well as favorable aspects of a new 
book. This is a particularly difficult task in 
the case of Mr. Coman’s excellent analysis. 
A very few points of difference of opinion 
with the author have been noted. On page 2 
he asserts that “The outstanding business 
library among the public libraries in the 
U.S. is the business branch of the public 
library of Newark, N.J.”’ Mrs. Manley, who 
so ably directs this branch, would be more 
modest in her appraisal of it and would prob- 
ably rate the Cleveland branch as a very 
close second. Those in Cleveland, on the 
other hand, might very well rate their ex- 
cellent business branch of the public library 
as first. This reviewer, however, would not 
want to minimize in any way the standing of 
the Newark business branch; having visited 
it some years ago, he is well aware of its 
excellent quality. 

On Page 4, the author suggests local 
Chambers of Commerce as suitable sources 
of business information. It has been this re- 
viewer’s experience that very few Chambers 
of Commerce provide either adequate or re- 
liable sources of information on the many 
problems which confront them. Very few of 
them have research departments of their 
own or research staffs suitable to collect and 
maintain comprehensive information, es- 
pecially of a statistical character. There are 
of course outstanding exceptions. 

In discussing statistical sources, the 
author very wisely calls attention to the 
limitations on business indexes. However, on 
page 66, he leaves a wrong implication, at 
least in the mind of this reviewer, when he 
raises the question “has the maker of the 
index, or chart, or graph, collected the in- 
formation first hand through questionnaires, 
extensive sampling and personal observa- 
tion, or has he utilized the figures from some 
other source which has made the actual col- 
lection of statistics?” The use of the term 
“extensive sampling” instead of “scientific 
sampling” is a point which this reviewer 
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would question. It is, however, a minor 
point and in no wise detracts from the ex- 
cellent chapter on statistical sources. 

Turning to the chapter on marketing, 
sales management and advertising, many 
readers of THE JOURNAL OF MARKETING 
would take exception to the opening para- 
graph in Chapter 10, which assumes that 
costs of distribution are excessive. The state- 
ment “It still takes a disproportionate share 
of the consumer’s dollar to get the product 
from the producer to the consumer” has 
been refuted amply by students in the field 
of marketing. 

Naturally, in a book as ambitious as this, 
and as a first undertaking, omissions will be 
noted. For example, in the discussion of 
marketing, no reference is made to the Bos- 
ton Conference on Distribution, which has 
become a well known source of useful infor- 
mation on the subject. 

A general criticism might be made of the 
fact that there is a certain amount of repeti- 
tion, in that the author presents the same 
items in different places. This may be in- 
evitable and possibly the result of inten- 
tional cross indexing to make the book more 
useful. 

A few errors have crept in, perhaps 
mostly typographical. This reviewer has 
noticed a few instances of misspelled words. 
His own name, for example, in two places. 
He is naturally glad to see his name included, 
however, even though misspelled. 

In conclusion, Mr. Coman has made a 
distinct contribution to the field of sources 
of business information. His work should 
stand as a very helpful volume for both 
businessmen and scholars in the field and 
should have wide appeal. 

NaTHANAEL H. ENGLE 
University of Washington 


Pricinc Po.icies, Dartnell Report No. 
§72. (Chicago: The Dartnell Corporation, 
1949, Pp. 100. $7.50.) 

This is a report in loose leaf form of a sur- 
vey made by the staff of the Dartnell Corpo- 
ration upon pricing practices and policies in 
use at the present time in a wide variety of 


industries and companies. Since pricing is a ~ 


topic of great interest to business man and 


student alike this report is recommended as 
being readable and understandable to both 
groups. 

The first of two parts of the report deals 
with methods of pricing and embraces in its 
discussions a wide coverage of current prac- 
tices. It starts off amusingly with the obser- 
vation that there isn’t any (one) American 
method of pricing, and continues on to re- 
port on a wide list of attempts to find a satis- 
factory one. The pages which follow are 
spiced throughout with first-hand reports 
and comments from users, or advocates, of 
numerous ways of arriving at a selling price. 
One interesting exhibit goes under the self- 
explanatory title: Pricing Policies of 100 
Representative Companies; this undertakes 
to relate pricing practice to internal organi- 
zation as well as to discuss price with respect 
to minimum orders. 

The second part involves case studies to 
some extent. What is attempted here is to 
investigate some of the broader aspects of 
pricing problems. This introduces the topics 
of governmental regulation, the small order 
problem, effects of changing market levels, 
and field testing of prices, to name a few. 
The technique in this part resembles that 
used in the first, namely, the comments of 
numerous industrialists and authorities con- 
cerned with the problems at hand. Short- 
run as well as long-run pricing policies are 
introduced in so far as this technique of dis- 
cussion permits. 

Pricing analysis is profound and involved 
at times, oftentimes being carried to the 
point of unreality. One’s judgment of this 
report will depend very largely upon whether 
he believes that pricing analysis is for the 
erudite few or for the interested many. This 
is not a profound work but it should be help- 
ful and enlightening to those seeking guid- 
ance along these lines. 

KennetH D. HutcHinson 
Boston University 


WareEHOUSE OPERATIONS OF SERVICE 
Wuo esate Druccists by Albert B. 
Fisher, Jr. (Columbus, Ohio: Bureau of 
Business Research, Ohio State University, 
1948. Pp. 286. $3.50.) 

This is the first book dealing exclusively 
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and comprehensively with warehousing prin- 
ciples and procedures applicable to service 
wholesalers. While the title leads one to be- 
lieve that it applies only to wholesale drug- 
gists the treatment of all phases of whole- 
saler warehouse operations makes it equally 
valuable to other fields. In fact, the material 
presented is the result of extensive research 
in which the author made detailed first-hand 
observations of warehousing operations in 
more than forty wholesale drug, hardware, 
grocery, and mail-order companies through- 
out the United States. These observations 
were supplemented by production and stop- 
watch studies of warehouse workers, opera- 
tional studies of flow-of-work, and a detailed 
analysis of the movement of over 1,300 fast- 
selling drug items over a two-week period. 

Providing, as it does, a description of 
present-day operating practices in wholesale 
warehouse operations, a summary of funda- 
mental principles, and constructive sugges- 
tions and recommendations for new or mod- 
ified practices, the book makes a significant 
contribution to the improvement of ware- 
housing operations and the achievement of 
substantial operating economies. An ap- 
pendix contains forms and detailed outlines 
of the procedures the author developed in 
making order-flow analysis, determination of 
most efficient method of order-picking, rela- 
tive speed of turnover of drug items, and 
production studies of warehouse workers. 
These procedures provide guides for any 
wholesaler wishing to make a scientific 
analysis of his own problems and will be 
most valuable to teachers and students in 
courses dealing with warehousing or whole- 
saling. 

All phases of warehouse operations are 
dealt with; such as the operating depart- 
ment, organization and structure, warehouse 
layout and equipment, stock classification 
and arrangement, order-picking, checking 
and packing procedures, performance stand- 
ards, systems of billing, order flow and in- 
ventory. A chapter on possible developments 
in warehousing, using some of the newer 
mechanical methods is of particular sig- 
nificance. 

Joun H. Frepericx 
University of Maryland 


Arrport MANAGEMENT by John H. Freder- 
ick. (Chicago: Richard D. Irwin, Inc., 
1949. Pp. 302. $4.00.) 

Dr. John Frederick has again, in his ener- 
getic style, collated material and published a 
book of considerable value to those of us en- 
gaged in teaching. The technical aspects of 
aviation have far outdistanced man’s art of 
control. This phase of “institutional lag” 
constitutes an everyday headache for those 
in aviation who must “manage”’ the forces 
set in motion by the technologists. It is im- 
portant then that we bring under observation 
the methods and procedures of aviation man- 
agement, in order to criticize and analyze ob- 
jectively. This book, thus, should provide 
the base upon which teachers and students 
of aviation might critically analyze, expand, 
and project the tools of management. 

The introductory section presents the 
problem of classifying airports in a manner 
satisfactory to all interests. This is a touchy 
problem, indeed; private vs. commercial, 
shippers vs. taxpayers, business vs. govern- 
ment, etc. Many complex relationships are 
bound together and must be given their due 
recognition in the process of distinguishing 
between airports. The author, in the pref- 
ace, raises the question of ‘“‘adequacy.” Air- 
ports might be likened to human organisms 
in that, while possessing fundamental pre- 
dispositions to activity, their acquired modes 
of behavior give them widely divergent per- 
sonalities. It remains for some venturesome 
spirit to pioneer an analysis of the airport 
pattern as a whole. Admittedly this front 
line position is hazardous. There is a welter 
of dissilient needs, economic and strategic, 
which must be “managed” now. If, as the 
author presents, our airports “are the basic 
units supporting the entire air network,” 
much clarification of this pattern is in order. 
Both economic and strategic patterns should 
be observable and placed before us for 
study. It would not be amiss to analyze the 
actions of our regulatory and defense bodies 
with respect to the airport patterns they 
have projected. 

The administrative section is confined to 
problems of physical plant, legal rights, 
federal financing, and rudimentary organi- 
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zational policies. The two chapters devoted 
to physical plant have been very nicely 
handled for effective teaching. There is a 
tremendous amount of material available 
ranging from Abattoir to Z-marker and in 
this the author has exercised a fine degree of 
selectivity. The ample use of chart and dia- 
gram is to be commended. They are not 
only timesavers for group understanding in 
the classroom, but serve as springboards for 
the inquisitive mind. 

For all students of transportation, the 
multi-faceted problem of private vs. public 
interest should be most absorbing. The in- 
herent nature of aviation has encouraged 
great uncertainty and change in the extent 
and degree of public right. The author pro- 
vides an outline of the developing legal con- 
cepts surrounding air-space rights, supported 
by footnote and case reference, which is 
adequate for student presentation and a 
point of departure for the advanced student 
or aviation participant. Dr. Frederick takes 
a secure position when he states that “de- 
velopment of air transportation cannot 
properly come about through the applica- 
tion of rigid constitutional restraints for- 
mulated and enforced by the courts.” He 
establishes his position rather forcibly, based 
upon the pronouncement of the Supreme 
Court in the Causby case, that the court in- 
terpretation is an “opening wedge for judicial 
interference with the power of Congress to 
develop solutions for important and new 
national problems.” From the teacher’s 
point of view, I would appreciate more ex- 
ploration of such basic concepts. 

The section on zoning is limited to a state- 
ment of theoretical standards. A good dis- 
cussion and step-by-step approach to federal 
financing is presented. Although the chapter 
is devoted almost in its entirety to federal 
financing, there is no evidence that this is of 
necessity a federal function akin to other ex- 
clusive federal services. Rather, “the states 
have not yet been convinced that they must 
do their part—that they have just as much 
responsibility in building an integrated air- 
port system as they have in building an in- 
tegrated highway system.” 

A concise statement of the conflict be- 
tween public and private ownership and 


management of airports opens the manage- 
ment chapter. The remainder of the chapter 
is devoted to tools of control; organization, 
flow of authority and responsibility, char- 
acteristics requisite to proper management, 
and airport rules and regulations. The chap- 
ters that follow, though not representative of 
the whole management function, set forth 
procedures and methods of control of several 
important management areas. Those en- 
gaged in airport management will find the 
Operations and Maintenance chapter light 
and unprovocative. The primary purpose of 
basic instruction, however, is well fulfilled. 

In like manner, the material on airport 
merchandising has been preached, written, 
and editorialized for the past ten years. But 
the real problem, that of pricing of services, 
remains unsolved. Here again we run afoul 
of the vague, undefined “public utility” con- 
cept. The author presents several possible 
solutions, advantages and objections, which 
serve to warn the student in treading this 
uncertain ground. 

Of particular interest to the student of avi- 
ation is the chapter on nonoperating income 
for publicly-owned airports. Further analysis 
of the tangible and intangible increments of 
value accruing to the airport may to a con- 
siderable degree answer the demand for a 
measure of public interest. Tangible incre- 
ments in the form of contributions or gratui- 
ties and intangible increments in the form 
of good will, community development, and 
the many commercial advantages can be 
accounted and portrayed to the citizenry as 
material benefit. It is high time that these 
ideas are lifted above the chamber-of- 
commerce-brochure level and made realistic 
to the taxpayer. The author makes an excel- 
lent opening attack. 

Airport accounting, liability and insur- 
ance, and public relations are management 
functions which have received very little 
analytical thought. The multiplicity of re- 
lationship in any airport operation has con- 
founded the simple “‘catch-as-catch-can” ap- 
proach. The dynamic growth of the airport 
from a small “field” operation to the present 
heavily invested, integrated, well-ordered 
community has prevented gradual evolution 
of sound practice. These three chapters offer 
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much to airport managers and municipalities 
as well as to the students. The peculiarities 
of municipal airport accounting are noted, 
together with the recommendations of both 
the Municipal Finance Officers’ Association 
and the Civil Aeronautics Administration. 
The chapter on airport liability and insur- 
ance should be required reading for every air- 
port manager and employee. 

Dr. Frederick has presented a panoramic 
survey of airport management, observing 
those features in particular which appear to 
indicate the lines of progress in the future. 
The next is a valuable contribution to the 
development of a better managerial prac- 
tice. No one who studies it can fail to grasp 
the principles which underlie good manage- 
ment. I wish not only students but every 
aviation administrator in the country would 
read this book. It would vastly increase his 
sense of the dignity and the responsibility of 
his work, and open up to him great fields 
which it would amply repay him to explore. 

WELLEs F, Jackson 
Marquette University 


ENTERPRISE IN A FREE Society by Clare E. 
Griffin. (Chicago: Richard D. Irwin, Inc., 
1949. Pp. 583. $5.00.) 

Several years ago one of the reviewer’s 
professors informed his students that he 
would ask only two questions of them, 
namely, what did the author say and what do 
you think about it? An answer to the former 
should be the basis of any review and, while 
an answer to the latter is difficult to repress, 
it should be given no more than a secondary 
role. After reading this publication, the re- 
viewer experienced a strong temptation to 
reverse the order of importance of these 
questions but he did not yield. To have done 
so, very likely would result in lessening the 
pleasure (or pain) one would get from the 
appearance of this temptation as he read the 
book. 

What does the author say about the origin 
of the book? “The book has been prepared 
for the use of students in my course in the 
Economics of Enterprise (at the University 
of Michigan). It differs in several respects, 
however, from the usual textbook: it de- 
liberately places the spotlight upon one of 


the ‘factors of production’; it deals with 
economics, but it concerns itself with social 
goals as well as economic institutions; and 
it has a thesis—some will say a bias. These 
features mean, of course, that the book is 
not designed as an introduction to economics. 
If it should be found useful in college in- 
struction, it should supplement, or, still 
better, follow a thorough study of economic 
principles.” 

The reviewer agrees: This publication is 
for the student and consequently the trade 
reader may find its style tiring. And he who 
does not have a good working knowledge of 
economic principles and theory is likely to 
find it more or less difficult reading. 

What does the author say about the cover- 
age of the book? “We shall be concerned in 
Part I with the role of business enterprise in 
the expansion of production; in Part II with 
the policies and public attitudes that col- 
lectively would constitute a favorable cli- 
mate for enterprise; and in Part III with a 
statement of the general philosophy which 
underlies the more specific proposals. This 
philosophy is that of traditional liberalism. 
It is advanced, not merely as a means of 
gaining economic ends, but as a framework 
of the good society in its broadest aspects.” 

The writer, having read the text (and 
reread several sections), found himself en- 
gaged in reorganizing the material. The 
major change was that of introducing the 
subject matter of Part III (the chapters 
titled: The Philosophy of Liberalism and 
The Crisis of Liberalism) after Chapter I 
(The Central Problem of a Free Society) in 
Part I. This change perhaps would prove to 
be more helpful to the lay reader than to the 
college student to whom the book seems to 
be directed, and therefore is a matter of 
preference. 

Now, what does the author say in “Enter- 
prise in a Free Society”? He writes, “The 
central problem is that of reconciling the fact 
of economic interdependence with the aspi- 
ration for individual freedom—The problem 
is exaggerated by the currently popular view 
that as a society becomes more complex (in- 
terdependent) it must, to be effective, be 
increasingly controlled in a conscious way 
by authority.—But paradoxical as it may 
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seem, it may well be that increasing speciali- 
zation, division of labor, and extension of 
markets (interdependence) really require not 
more control but a high and increasing de- 
gree of freedom of individuals to seek their 
own ends in ways that seem most profitable 
to them—If this be true, as we shall argue 
that it is, it suggests an escape from the hard 
choice between abundance and security on 
the one side and freedom on the other— 
(that they) are to be best attained by an 
extension of freedom and that these ideals 
are to be gained together—not one at the 
expense of the other.—Taking these facts 
and aspirations into account, we can then 
state our objective as follows: to facilitate 
and encourage the development of the in- 
herent abilities and potentialities of indi- 
viduals and to improve the interrelations of 
people so that they may, to an evergrowing 
degree, realize the ends that to them in- 
dividually seem important (which suggests 
that) a good society will be one in which as 
many people as possible will be as free as 
possible to seek as successfully as possible 
the ends that to them seem good.—The rela- 
tion of free enterprise to it is twofold: first, 
that the general freedom to seek one’s ends 
in such a way as one chooses—as long as 
they do not infringe upon the freedom of 
others—includes the freedom to choose be- 
tween starting and conducting a business or 
working for another; and second, that free 
enterprises—conducted as they must be 
with due regard to the wishes of consumers, 
workers, and investors, as expressed in the 
market—will advance the freedom of choice 
of all these others.” 

He who is familiar with the history of 
social philosophy will readily recall that 
similar ideas relative to the dignity and free- 
dom of man have been with us these many 
years, and were particularly prevalent eco- 
nomically during the eighteenth and nine- 
teenth centuries. Indeed, as one reads the 
text, he finds the development of these ideas 
reviewed in the first chapter of Part III (The 
Philosophy of Liberalism). This use of the 
word liberalism Dr. Griffin titles traditional 
liberalism. It is to-be distinguished from the 


present day use of the word by some people 


as “‘an appellation assumed by people hold- 


ing extremely diverse views and agreeing on 
nothing more than such vague shibboleths 
as being ‘forward-looking’ and concerned 
with the ‘common man’.” 

In the last chapter some reasons for the 
decline of traditional liberalism in recent 
years are suggested. These are: the social 
blessings it implies are taken for granted; 
the tendency to identify the interests of all 
people with the will of the majority; the 
decline in formal religion which emphasizes 
the importance and dignity of individual 
men; the yearning for security; the belief 
that the greater the complexity of a social 
system, the greater is the need for the central 
control of it; and the extension of the powers 
of state because of wars and a great depres- 
sion. 

In that chapter also is found a positive 
program favoring traditional liberalism. It 
should include: eternal vigilance to preserve 
human and civil rights; disperse power 
wherever it is held by private individuals or 
groups; the preservation of competition; the 
development of a suitable compromise .be- 
tween the desire for improvement and the 
desire for security; an extension of education 
so that every man may attain such a degree 
of education as he can profitably use; better 
control over inherited wealth as a source of 
privilege and that any positive program of 
reform should remain as far as possible with- 
in the framework of general law as distin- 
guished from arbitrary actions of even well- 
intended rulers. 

Now what is the role of enterprise in a free 
society or under the assumption of tradi- 
tional liberalism? Dr. Griffin observes that 
enterprise is not only the regulator of the 
proportions of land, labor and capital to be 
used but also and more importantly is the 
initiator of new kinds of activities. Hence, 
the statement, “One of the main theses of 
this book is that what a modern society 
needs most, if it is to be successful, is an ade- 
quate and increasing supply of enterprise 
(because) no matter what the supply of 
other factors is, nothing will happen until 
they are galvanized into action by enter- 
prise; a supply of enterprisers can, to a con- 
siderable extent, make up for shortages of 
the others; (and) the rise and decline of 
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nations in the history of the world bear evi- 
dence of the greater importance of the in- 
tangible factors—imagination, initiative, and 
the will to act—than of the more tangible 
factors which many economists stress.” He 
also observes that this society, regarded in 
its economic aspects, must be an expanding 
economy if it is to be successful. 

Dr. Griffin, having pointed out the im- 
portance of enterprise in a free society and 
need for ever increasing production in order 
to increase the standard of living in such a 
society, then proceeds in the remaining 
nine chapters of Part I to discuss the rela- 
tion of business decisions to this expansion 
and the motivation for these decisions. 
Among the topics discussed are economic 
and hedonistic calculations, motives of 
managers and investors, profits and risk 
taking, confidence and expectations, the 
position of the firm (old and new) in expan- 
sion and production and productivity. Space 
does not permit a detailed presentation of 
the many interesting points of view (old as 
well as new) developed in these chapters. 
This conclusion will have to suffice: “The 
conclusions for us and for other countries are 
obvious: whatever the social forms, contin- 
ued progress requires an adequate supply of 
capital; it requires the invention and utiliza- 
tion of machinery; it requires a high degree 
of specialization, which in its broadest sense 
demands considerable freedom of trade over 
national and worldwide areas; and it calls for 
someone to take the initiative for the adop- 
tion of new methods.—The essence of all 
these is freedom (traditional liberalism).” 

A casual reading only of Part I should be 
sufficient to convince one that enterprise has 
enough todo in solving the human and phys- 
ical problems raising from the regulation of 
the factors of production and in initiating 
new kinds of activities without the burden 
of additional problems arising from the ac- 
tivities of society to create an environment 
unfavorable to it and hence to economic ex- 
pansion. In Part II Dr. Griffin discusses at 
length the nature of the social environment 
which should encourage enterprise and hence 
increase the standard of living. Here we find 
him considering the mutual and divergent 
interests of economic groups, public policies 


and incentives, competition and its main- 
tenance, innovation and invention, taxes, 
labor-management relations, business poli- 
cies, the price level and foreign trade and 
expansion. According to Dr. Griffin “A re- 
quirement for maintaining a high level of 
production and a high standard of living is a 
dynamic economy which must rely heavily 
upon the individual incentives and particu- 
larly the incentives to enterprise. The pro- 
viding of these incentives requires primarily 
the maintenance of an environment in which 
the natural energies and ambitions of in- 
dividuals can be released rather than that 
the society directly supply and regulate 
these incentives.” There are a number of 
ways in which public policy can effect this 
environment—the recognition of the mutu- 
ality of interests of the several economic 
groups, preserving incentives for minority 
groups, effect of taxation on incentives, pro- 
tecting the competitive character of the soci- 
ety, removal of artificial barriers to the free 
flow of labor, capital, managerial services, 
and enterprise, as well as “‘the preservation 
of law and order, the enforcement of con- 
tracts, the protection of property rights and 
the maintenance of other basic economic in- 
stitutions which collectively provide the 
setting within which business is conducted.” 
In brief, the establishment and enforcement 
of those policies which encourage “‘tradi- 
tional liberalism.” 

Should the members of the Marketing 
Association read this text? Yes, for these 
reasons: it will cause them to review a socio- 
economic philosophy the effectiveness of 
which has been challenged during the last 
two decades and it will supply those who are 
interested in traditional liberalism with argu- 
ments which may be used to combat this 
challenge. 

Crausin D. 
Stanford University 


EFrrecTiIvE ADVERTISING by H. W. Hepner. 
(New York: McGraw-Hill Book Company, 
Inc., 1949. Pp. 713. $5.00.) 

This excellent volume provides a complete 
coverage of the advertising field. Thus neces- 
sarily some of the areas have been treated 
rather lightly. The presentation progresses 
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logically from a discussion of the place of 
advertising in a free society to an analysis of 
the consumer, the product, the selection of 
media and finally to the preparation of the 
advertisement and the appraisal of the worth 
of the advertisement before and after publi- 
cation. 

Because of his wide experience in conduct- 
ing consumer surveys, the author has pur- 
posely developed his discourse from the con- 
sumer viewpoint. The greatest strength of 
the text, and perhaps its greatest weakness 
as well, lies in the huge amount of empirical 
data and illustrative material included in it. 
Every topic is carefully documented with 
the findings of well-known research authori- 
ties. These are valuable materials, particu- 
larly for the study of beginners in the ad- 
vertising field, and yet there is real danger 
that these same beginners may fail to see the 
forest for the trees. In approaching any ap- 
plied economic problem inductively there is 
the danger that the student may fail to draw 
up vital principles which he can then apply 
to the solution of future problems. 

The first two chapters in the book deal 
with the why of advertising and the workers 
who carrry on the work of advertising. The 
place of advertising as an economic tool and 
its function in business is made quite clear. 
Yet, one wonders whether the problem has 
not been oversimplified. One wonders how 
an economist would react to the author’s ex- 
planation of the value and place of adver- 
tising in our society. 

The next twelve chapters are devoted to 
the consumer—his characteristics, his inter- 
ests and his foibles. To some it may appear 
that too much space has been devoted to the 
subject of the consumer, but to those of us 
who in the past have had to use texts that 
began teaching copy writing in the first fifty 
pages and which devoted a scant chapter to 
the consumer, the change in emphasis will 
no doubt be welcomed. The same may be 
said for the author’s careful treatment of the 
product and its relation to successful ad- 
vertising, for as the aut! or clearly points out, 
“Between the invention of a product and its 
ultimate sale to the consumer stands the 
necessity of translating the product into 
terms of the consumer’s wants.” 


The balance of the book is devoted to a 
discussion of the techniques of preparing an 
advertisement and the selection of the media. 
Necessarily these problems are presented 
briefly and should perhaps be looked upon 
by those who expect to become experts in 
the advertising field as only an introduction 
to further study in a more technical work. 

For use in the classroom the volume is well 
organized. Each chapter begins with a series 
of thought-provoking questions and ends 
with excellent references and a number of 
problem questions. The text is clear, inter- 
esting and readable. For professors seeking 
a single volume covering the whole problem 
of advertising for a one-semester course, 
Professor Hepner’s book deserves careful 
consideration. For a course in market analy- 
sis and product analysis it affords excellent 
supplementary reading. Though the volume 
is designed for beginners, the experienced 
advertising man is certain to find in it some 
excellent ideas that may redirect his ap- 
proach to this difficult business of preparing 
successful advertisements. 

L. E. Horrman 
Drake University 


AMERICAN TRANSPORTATION IN PROSPERITY 
AND Depression by Thor Hultgren. (New 
York: National Bureau of Economic Re- 
search, Studies in Business Cycles No. 3, 


1948. Pp. 397, $5.00.) 


This study is essentially a description and 
analysis of the cyclical behavior that has 
characterized the railroad industry in the 
United States during the years 1882-1938 
(with the years analyzed varying for differ- 
ent items, depending on the statistical data 
available). In a few instances, the series 
analyzed begin with the year 1871, but in 
many cases cover only the period since 1921. 
The study does not go beyond 1938, al- 
though some references are made to the in- 
creased volume of railroad traffic during the 
period of World War II. Only incidental 
analysis and discussion of other forms of 
transportation are included, due to the 
dearth of continuous records of the type re- 
quired for such a study. 

Although this is the first of a dozen mono- 
graphs in the series planned by the National 
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Bureau of Economic Research, “each of 
which would seek to establish what cyclical 
behavior has been characteristic of an im- 
portant economic activity or group of ac- 
tivities” (pg. vi), it is the third of the Studies 
in Business Cycles, and hence draws rather 
heavily on the two earlier volumes, “Busi- 
ness Cycles: The Problem and Its Setting” 
by Wesley C. Mitchell and ‘Measuring 
Business Cycles” by A. F. Burns and Wesley 
C. Mitchell. Although in his first chapter the 
author does explain briefly the terms and 
techniques taken from these two volumes, 
some familiarity with the first two studies is 
desirable for a ready comprehension of the 
terminology and methodology used. 

Limitations of space prohibit any attempt 
to discuss, or even list, all the ramifications 
of railroad operations analyzed in this vol- 
ume. However, in order to give some idea of 
the scope of the study, it might be noted 
that Hultgren traces the influence of the 
business cycle on virtually all features of 
railroad operation, including the following: 
the volume of traffic, the length of hauls, the 
composition of traffic, the movement of 
people, the length of journeys, the load of 
cars and locomotives, the speed and hourly 
performance of equipment, active hours of 
equipment, the movement of empty cars, 
the stock and condition of equipment, the 
size and productivity of the labor force, the 
length of the work month, the amount of 
overtime and idle time, the quality and com- 
position of the labor force, fuel consumed, 
unit revenue, wages, prices paid for supplies, 
operating expenses, taxes, equipment and 
joint facility rentals, operating profits and 
corporate profits. The concluding chapter, 
“Future Cycles’, includes a discussion of the 
future prospects for cycles in freight traffic 
and passenger travel and the effects of future 
cycles on various phases of railroading such 
as equipment, labor, fuel, prices, wages, 
costs and profits. 

In the author’s analysis of the various as- 
pects of railroad operation during periods 
of contraction and expansion, he brings out 
very vividly the tremendous impact of the 
business cycle on the railroad industry. The 
strong impact of the cycles is evident in al- 
most all features of railroad operation noted 


above. And although the effects of such forces 
as secular growth and declines of traffic, 
changes in technology, changes in the com- 
petitive situation, and unusual events (such 
as World War I and railroad worker strikes) 
have influenced the effects of the cycle to 
some extent, they have virtually never 
eliminated it. In his study the author ana- 
lyzes quite carefully and thoroughly the in- 
fluence of these outside factors, and the ex- 
tent to which allowance must be made for 
them in accepting the effect of cyclical 
fluctuations. 

The author analyzes in great detail the 
actions of the above aspects of railroads and 
their operations during the various phases of 
expansion and contraction, and delineates 
carefully the leads and lags of various 
changes as related to the different phases, 
and peaks and troughs of expansion and 
contraction. The data on, and relationships 
of, various items of railroad operations as 
related to the cycles and their phases are 
excellently portrayed for the reader by 
means of 151 tables and 133 charts. The 
result is, of course, a book that must be 
studied carefully to reap the benefits of the 
many findings. 

A few of the findings brought out in the 
study which the Bureau hopes may be of 
somewhat broader significance than only in 
the railroad field should be noted. The author 
finds that there is a notable difference in the 
variation of railroad freight traffic by cycles 
before and after 1919. Before that year, rail- 
road traffic increased in each business ex- 
pansion to new highs in volume, whereas in 
the period since then (up until 1938) for the 
peak years 1920, 1923, 1929 and 1937, such 
was not the case, with the share of total 
freight movement going to the railroads fall- 
ing almost uninterruptedly from 1920 
through 1938. This loss of its share of 
business by railroads since 1919 is ascribed 
in major part to motor truck transportation, 
naturally, but it is noted that the “shift 
from railroads to motor trucks (is) more 
rapid in contraction” (p. 12). It is possible 
that this is indicative of a general tendency 
in the encroachment of new processes and 
new products in general on old ones. How- 
ever, in the case of railroads, this cyclical 
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shift in the rate of diversion of traffic to 
other forms of transport seemingly is induced 
to a large extent by changes in price relation- 
ships between the cyclical phases of ex- 
pansion and contraction, since increases in 
rates (as ordered by the Interstate Com- 
merce Commission) came during contrac- 
tions and the decreases in rates during ex- 
pansions of traffic, whereas it is certain that 
rates charged in the trucking industry de- 
clined, probably sharply, during contrac- 
tions, in this period. To the extent that such 
price changes were determinant of the rate 
of shift it may nullify the general applicabil- 
ity of the above generalization regarding new 
products and processes, since in many fields 
the lack of government authority to fix price 
changes may result in varying patterns of 
price relationships. The author also states 
that “diversion of traffic from the railroads 
may not be as marked a feature of future 
contractions” (p. 13) and that “Motor trans- 
port will probably eventually find a place in 
the economy that will be stable except for 
cyclical fluctuations. When it does, decline 
in the rail share of supply during contraction 
may be followed by a compensating recovery 
during expansion” (p. 13). 

In the case of railroad equipment, al- 
though the author finds that the period of 
railroad traffic expansion up to 1920 “was 
one of rather steadily increasing supplies of 
cars and locomotives” (p. 151), and the 
period of relative railroad traffic decline 
since that date “was one of persistently 
diminishing stocks” (p. 151), there is no 
positive relation between stocks of equip- 
ment and traffic cycles even though rail- 
roads did, on the basis of placement of 
orders for equipment, attempt to build up 
stocks faster during expansions of traffic. 
However, the author concludes that orders 
have not been closely geared to the rate of 
growth in traffic during cyclical expansions, 
so that the experience of railroads does not 
confirm the so-called “acceleration prin- 
ciple” of requirements of additional equip- 
ment. Since the author feels that the sta- 
tistical bases for this finding may not be 
sound, he gives a number of reasons why 
there seems to him to be no particularly 
sound economic basis for the acceleration 


principle. And, as he states, “Many factors 
other than current or prospective traffic can, 
of course, influence purchases. Among them 
are the prices equipment builders ask, what 
they are likely to ask in the future, the 
antiquity of the existing stock, the evolution 
of more economical types or of vehicles bet- 
ter adapted to the needs of shippers, the in- 
tensity of competition in service among rail- 
roads or with other means of transport, and 
the financial condition of the railroads” (p. 
169). 

The author’s findings in the field of the 
productivity of labor during business cycles 
should also be mentioned. Hultgren finds 
that “The number of man-hours and man- 
days required per unit of traffic, in all oc- 
cupations collectively, tended to decline in 
expansion and rise in contraction” (p. 211). 
He also finds that “Although traffic units 
per man-hour rose and fell in rough corre- 
spondence with aggregate traffic, equal 
volumes of traffic in different cycles were not 
accompanied by equal output-input ratios. 
On the contrary, wherever we can compare 
a stage of one cycle with a stage of an 
earlier cycle in which volume was about the 
same or even somewhat larger, we find that 
output per man-hour was greater in the later 
cycle” ... “in the 1920’s and ’30’s the num- 
ber of man-hours that would have been 
needed to handle a constant volume of traffic 
was steadily diminishing” (p. 213). But, since 
output per man-hour rose in expansions, and 
declined during contractions, he finds that 
“the growth of traffic, as well as technological 
advances, must contribute to the rise of 
productivity in expansions. There would 
have been some increase in product per hour 
even if technology had been stationary. In 
phases of rising traffic, volume and technol- 
ogy reenforced each other; in contractions, 
they opposed each other, and shrinking 
traffic was more powerful” (pp. 213-214). 

Attention should be called to what 
Arthur F. Burns in his introduction calls the 
“most striking contribution to knowledge” 
(p. xii) made by the author in his study. 
That is the analysis of cost-price relations 
during business cycles and their effect on 
profits. He has made a very thorough 
analysis of the behavior of costs, and finds 
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in summary that unit operating expenses 
usually move inversely to traffic cycles, as 
do taxes, interest, and rent per unit of 
traffic; and hence, that unit profits and 
operating profits rise during expansion and 
fall during contraction. It would seem that 
these are the effects one would expect of ex- 
panding volume of traffic on unit costs and 
operating profits in the high fixed-cost rail- 
road industry. Whether other major in- 
dustries are sufficiently comparable to rail- 
roads to be similarly affected by business 
cycles may be open to some question. At 
least, it would seem that it will be necessary 
to await more of the Bureau’s industry 
studies similar to this before drawing any 
general conclusions regarding the effect of 
the business cycle on costs and profits. 

This book is of direct interest primarily to 
the student of business cycles, rather than 
the marketing man interested in transporta- 
tion, although it also merits close study by 
those in the railroad industry and in those 
firms furnishing supplies and equipment to 
the railroads. It is unquestionably a very 
thorough and scholarly analysis of the rail- 
road industry during business fluctuations. 


However, the value of the many interesting 


findings, in so far as any general applicability 
is concerned, must await the completion of 
the remaining studies of other industries, 
and the “volume or two that would weave 
the results yielded by the special mono- 
graphs into a theoretical account of how 
business cycles run their course” (p. vi). 
ARTHUR KROEGER 

Stanford University 


Tue Location or Economic Activity, by 
Edgar M. Hoover. (New York: McGraw- 
Hill Book Company, 1948. Pp. 302. 
$3.75.) 

The title of Dr. Edgar M. Hoover’s book, 
The Location of Economic Activity, is well 
chosen. Briefly summarized, it examines 
critically and with thoroughness the various 
factors involved in individual plant location 
and in the general geographic distribution of 
industrial activity. 

Treatment of the subject is divided into 
four parts. Part 1 deals with the subject of 
locational preferences and patterns. It is 


concerned, first of all, with the effect of 
transfer costs upon the location of single 
production establishments as well as upon 
the development of industry patterns. Such 
influences as distance, type of commodity, 
and volume of traffic are carefully evaluated, 
Part 1 is concerned, secondly, with the effect 
of processing costs upon location. Here Dr. 
Hoover places emphasis upon such factors 
as the expense of equipment, land, labor, 
and government services including law en- 
forcement and fire protection. He is careful 
to point out that the relative importance of 
transfer costs and processing costs upon in- 
dustry location will vary by types of busi- 
ness. 

Part 2 of the book analyzes the various as- 
pects of locational change and adjustment 
which is continuously taking place. It points, 
among other things, to technological de- 
velopments as a cause of such continuous 
change and indicates the kinds of malad- 
justments that sometimes accompany it, 
including the problems of stranded areas. 

Parts 3 and 4 both have to do with political 
influences upon the location of economic 
activity. Part 3 deals with the effect of 
political boundaries, domestic and _inter- 
national, upon trade and consequently upon 
industry location. It emphasizes that politi- 
cal boundaries serve as barriers to the 
migration of labor, capital and enterprise. 

In Part 4 of The Location of Economic 
Activity, Mr. Hoover carefully discusses the 
great influence of government decisions upon 
industry location and its condition. For ex- 
ample, government action in the labor 
market may actually tend to bring about 
geographic equalization of labor standards 
and costs. Again, government control of 
prices and price policies may influence the 
patterns of incomes and locational ad- 
vantage. Or again, government supported 
aids to technological development may make 
new locations possible or improve the utiliza- 
tion and selection of locations. 

The book provides an excellent, scholarly 
addition to the usual textbook treatment of 
the subject of location of economic activity. 
Its comprehensive treatment of the subject, 
including many well selected and informa- 
tive charts and diagrams, makes it a dis- 
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tinctive contribution to works on economics. 
The principal usefulness of this work, there- 
fore, will probably be as a textbook or as sup- 
plementary reading by college and university 
classes. 

Businessmen faced with the problems of 
location evaluation and decision should like- 
wise find this treatise of valuable assistance. 
Its very thoroughness and comprehensive- 
ness, however, may very well cut down on 
their extensive use of it. For one thing, Dr. 
Hoover’s broad coverage of the subject does 
not provide quick, concise answers to specific 
questions or problems. Moreover, it is tough, 
slow reading which requires concentration 
and reflection. The book probably will be by- 
passed by many businessmen for these 
reasons. 

K. Epwarps 
Rutgers University 


ErcutH Grapuic Arts Propuction YEAR- 
Book, by Leo H. Joachim, Editor. (New 
York: Colton Press, Inc., 1948. Pp. 594. 
$15.00.) 

This eighth edition of what has been aptly 
called “the advertising production man’s 
‘bible’”” adds the impertant developments 
of the past few years and several new fea- 
tures to the extensive information on the 
graphic arts presented in previous editions. 
The book is especially welcome because of 
the changes that have taken place in the 
field since the seventh edition was issued in 
1941. 

Included in the volume are more than 100 
explanatory articles on specific phases of 
production as well as numerous charts and 
tables of summary data on paper, printing 
and duplication methods, engraving and 
electrotyping costs, binding, and other 
aspects of production. Some goo illustrations, 
diagrams, and pictographs have been in- 
cluded to supplement the explanatory text. 
In addition to the 594 numbered pages, 
there are numerous lettered pages and un- 
marked inserts, mostly advertisements (many 
valuable as examples of the processes ad- 
vertised), which make the volume about 700 
pages, many of them excellently printed in 
color. 


The Production Yearbook is designed for 


those actively engaged in the graphic arts, 
especially for those directly concerned with 
the production of printed matter. Conse- 
quently many of the special-interest sub- 
jects assume a familiarity with the general 
techniques of reproduction. Nonetheless, 
there is a wealth of basic material in the 
volume, covering all of the important phases 
of production and many of the special ones. 
Sound judgment is shown in adjusting the 
explanations in the articles to the degree of 
familiarity likely to be enjoyed by those who 
consult the various subjects—simpler and 
amply illustrated for the basic processes, 
condensed for the more technical matter 
likely to be of interest to professional readers. 

There is insufficient continuity and too 
much detail to make the volume useful as a 
text, for even a specialized production 
course, but the book should be available for 
reference in the library of any school giving 
attention to advertising or printing, and it is 
a valuable source of information, especially 
on the more recent developments, to those 
teaching the mechanical aspects of advertis- 
ing. 

Most of the articles have been written by 
acknowledged specialists in their respective 
fields. Some have been compiled by the 
editors. Credit is given to some 300 graphic 
arts experts for active cooperation in the 
preparation of the material. 

The book is divided into eight sections: 1. 
Art and Photography; 2. Photoengraving; 3. 
Electrotypes and Duplicate Plates; 4. Paper; 
5. Printing Processes; 6. Binding and Mail- 
ing; 7. Typography; 8. Buyers’ Guide and 
Index. 

The first section devotes much attention 
to the advances in and possibilities of color 
processes and techniques, emphasizing the 
economical use of color. Color notation 
systems and color films are explained. Aside 
from the valuable feature illustrating 98 
variations of art techniques, most of the 
material on art and photography is new or 
amplified. Velox prints, isometric drawing, 
and copy for newspaper reproduction are but 
three of the twenty articles in the section. 


_ Section Two, Photo-engraving, presents a 


useful set of tables for estimating photo- 
engraving costs, an illustrated description of 
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Ben Day, and two articles on suitable copy, 
among the fifteen features in the section. The 
basic material, such as “Making a Photo- 
engraving” and “Engraving Media for 
(various types of) Art Work” have been re- 
tained from the previous edition. It seems 
unfortunate that the question and answer 
feature on photo-engraving and color plates 
was not also retained. 

The most important article in Section 
Three is that on plastic molds and plates. 
While this new type of duplicate plate was 
recognized in the previous edition, subse- 
quent experience has provided a better basis 
for its evaluation, and more details are given 
as to the steps involved in making both 
molds and plates. Another helpful article 
gives comments and cautions on “Producing 
Ads for Publications.” One well-handled 
summary article describes various types of 
duplicate plates and another presents vari- 
ous methods of achieving “‘pre-makeready,” 
a long-known step for transferring make- 
ready from the pressroom to the electro- 
typer, now a technique of major importance 
in multi-color printing on web-fed rotary 
presses. 

The paper section is introduced by a very 
useful “Master Paper Selector” which gives 
basic sizes, standard weights, definitions, 
and a guide to the use of 63 grades of print- 
ing papers, including metallics, gummed, and 
cardboards, as well as the more commonly 
used stocks. (One of the few typographical 
errors in the book gives the wrong basic size 
for book paper in a handy table of equivalent 
weights.) There is a brief, well illustrated 
article on the manufacture of Fourdrinier- 
made paper. It seems worthy of note that 
the main diagram of the Fourdrinier ma- 
chine shows the second press roll as the 
watermarking medium (probably the Brown 
process, described in Hackleman, “Com- 
mercial Engraving and Printing,” p. 640) 
while the text refers only to the more com- 
monly used and historical dandy roll water 
mark. Another useful article presents a series 
of microphotographic reproductions of un- 
printed and printed surfaces of various 
grades of paper. These help visualize the 
reason for using different halftone screens on 
various papers. Unfortunately no degree of 


magnification is noted. These three articles, 
together with a table of envelop sizes and 
styles, and a table of paper trade customs 
are basic material which appeared in the 
previous edition. “Paper Characteristics,” 
“Pulp for Paper,” and “Paper for Offset 
Lithography” are three informative new 
basic articles. 

The section on Printing Processes con- 
tains a wealth of material on the major 
printing processes and adequate descriptions 
of several specialized methods. Among these 
latter are collotype, silk screen, analine 
printing, steel and copper plate engraving. 
The “Process Visualizer” shows with dia- 
grams the characteristic differences among 
the major processes. Lithography and 
gravure are especially well covered in basic 
articles. Letterpress is handled through a 
series of more specialized articles, though 
the operation of the various types of relief 
printing presses is explained with excellent 
diagrams. Also of value are “How to Get an 
Estimate” and a comprehensive article on 
impositions for various press forms. Among 
the newer developments discussed are three- 
dimensional printing and newspaper color 
printing. In addition, some 58 new develop- 
ments, including the electronographic press, 
are briefly noted. Little or no evaluation, 
however, is given in these items. 

Valuable features in the Binding and Mail- 
ing section include descriptive articles on 
pamphlet, edition, and mechanical bindings, 
die cutting and mounting, and a summary 
article giving brief descriptions of finishing 
operations. The Mailing and shipping data 
are comprehensive, and, despite obsolescence 
of part of the postal rate structure because of 
the recent rate increases, there is still much 
valuable information for those using the 
mails for promotion. Included also in this 
section is an extensive bibliography of texts, 
reference books, and periodicals on the 
graphic arts and a list of house publications 
in that field. 

The last editorial section is devoted to 
Typography. An introductory article ex- 
plains hand and machine composition, in- 
cluding diagrams of the operation of com- 
posing machines. The two most important 
features in the section and possibly in the 
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entire volume, are the “Composite Type 
Face Directory” and the “Type Color and 
Combination Visualizer.” The directory car- 
ries one-line showings of approximately 1,000 
widely used text and display faces, together 
with the size range and the name of the 
manufacturer. This directory is most useful 
in identifying off-trail faces, and, for the 
experienced type man, a handy tool in 
visualizing the character of any of the faces. 
The visualizer goes further in this direction. 
Seventy-two popular faces have been set in 
s-line blocks of 10-point type. Each has been 
measured by light-meter readings for color 
intensity. This measure has some merit in 
choosing between two faces, otherwise desir- 
able, on the basis of color, but the eyes of the 
reviewer are inclined to dispute the color 
value of 14.5 on Intertype Bodoni against a 
higher value of 17.5 for Bernhard Modern 
Rome, for example. The text explains the 
reason for such apparent discrepancies, but 
in the reviewer’s opinion the general charac- 
ter of the type in mass is so much more im- 
portant than any single element, even color, 
that slight color variations have little practi- 
cal significance. More valuable is a duplicate 
set of these copy blocks printed on a separate 
folder of heavy stock with a die cut window 
between each block. By placing the die cut 
sheet over the display lines in the “Com- 
posite Type Directory,” it is possible to 
visualize a total of over 72,000 combinations. 

The cross-reference subject index contains 
over 2,000 listings. This index is a valuable 
tool because there is little evidence of logical 
order in the arrangement of articles within 
most sections, and sometimes a subject is 
discussed from different viewpoints in more 
than one section. Despite these minor 
criticisms, however, the magnitude and 
authority of the book make it a valuable con- 
tribution to the field. 

J. McKeon 

New York University 


ProcurEMENT, PRINCIPLES AND CasEs, by 
Howard T. Lewis. (Chicago: Richard D. 
Irwin, Inc., 1948. Pp. 744. $5.00.) 
Although Procurement, Principles and 

Cases will be recognized as a revision of Jn- 

dustrial Purchasing, Principles and Practices 


published in 1940 and now in its eighth print- 
ing, a comparison of the content of one book 
with that of the other will convince the 
reader that Procurement represents not only 
an excellent job of revising an already highly 
acceptable text book, but a most welcome 
innovation accomplished through the addi- 
tion of a collection of practical cases involv- 
ing various procurement problems. It is this 
addition that gives the book an entirely new 
personality and one that should be readily 
accepted by those teaching purchasing or 
procurement,—particularly those of us who 
are enthusiastic about the case method of 
teaching but who feel that only a combina- 
tion of factual text material and case mate- 
rial provides a properly balanced course to be 
offered at undergraduate level. May we see 
more books designed along these lines. 

The revision of the text material itself has 
been well done and has resulted not only in 
bringing the book up to date but in sub- 
stantially improving it from several angles. 
A comparison of chapter headings and 
amount of space allotted to different subjects 
does not reflect any drastic changes in 
organization. The number of chapters has 
been increased from eighteen to twenty. This, 
however, has resulted primarily from a 
further and quite logical break down of 
several chapters rather than from the addi- 
tion of totally different subject matter. 

One marked improvement was the con- 
solidation of the first two chapters into a 
single chapter, “A Survey of the Field.” In 
doing this the author shortened the in- 
troductory section which was a bit lengthy 
and marred with some generalizations and 
references of questionable importance to the 
reader. Another important change was the 
breaking down of the two chapters on 
quantity control into three chapters,—In- 
ventory Control, Some Inventory Control 
Methods, and The Disposition of Waste 
Material. The chapter dealing with sources 
and assurance of supply has been expanded 
into two chapters as the subject matter falls 
into two natural divisions. The “Purchase of 
Major Equipment” chapter has also been 
subdivided,—one chapter being devoted to 
new equipment and the other to used and 
leased equipment. These changes are for the 
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better as they have given a nicer balance to 
the arrangement or organization of the mate- 
rial. 

Within the chapters themselves many 
significant changes appear. The inclusions 
of cases made possible the elimination of a 
considerable number of examples and case 
references which were scattered through 
Industrial Purchasing. 

A certain amount of repetition that tended 
to detract from the first book is not found in 
Procurement. In reading Industrial Purchas- 
ing one had a feeling throughout the book 
that the author was attempting to build a 
strong case for the procurement function and 
for the purchasing executive. The book being 
reviewed does not reflect this attitude for, as 
stated by the author, “This work makes no 
particular attempt to justify or to defend the 
status of the procurement function. What- 
ever may have been the case at an earlier 
time, the day has passed when either of these 
things is necessary, save perhaps for one un- 
familiar with enlightened business practice.” 

Although the number of pages has been 
increased from 626 to 744 the text material 
has been substantially reduced, as approxi- 
mately 220 pages of the book are devoted to 
cases. The reduction in the amount of the 
text material is a definite improvement as it 
has been accomplished without sacrificing 
anything of major importance. In fact, there 
has been a number of worthwhile additions 
and a better balance of the subject matter 
covered. 

As was true of Industrial Purchasing, the 
primary purpose of the present work is “‘to 
present in orderly fashion a discussion of the 
principles which underlie the sound procure- 
ment of materials, parts, supplies and equip- 
ment required by a manufacturer in the 
normal conduct of his business.’’ However, 
through the inclusion of forty three case 
problems, the author has sought to stimulate 
independent thinking as well as to inform. 
There is no attempt to deal with the more 
spectacular problems encountered in recent 
years as a result of a war time economy, but 
rather, procurement is approached as a 
normal business function with its many at- 
tending problems and responsibilities. 
Although the revision of the text itself is a 


notable accomplishment, the real contribu- 
tion made by Professor Lewis is the combin- 
ing in one book of the factual and informa- 
tive material and the case problems. Thor- 
oughly familiar with the technique as well as 
the merits of the case method of teaching 
business, both through his classroom experi- 
ence and his authorship of Prodlems in In- 
dustrial Purchasing, Professor Lewis has 
brought together a highly selected group of 
cases ranging in length from one to fifteen 
pages and appended to the various chapters 
in such a way as to enable the student to 
apply the principles to the solution of these 
cases while these principles are still fresh in 
his mind. 

These cases are not to be confused with a 
series of questions and short problems so 
often found at the end of each chapter in 
typical text books. Instead, they are full 
length cases reflecting the technique of 
presentation found in the Harvard Case 
Books. Ten of the forty-three cases presented 
in the book were taken over, with some 
slight revision, from Problems in Industrial 
Purchasing. Several more of the cases will 
be recognized as having come from other 
case books in the field of marketing. Many 
of the cases, however, are new and reflect the 
most up-to-date developments in the pro- 
curement field. 

The title of the new book, Procurement, is 
not intended to suggest the inclusion of sub- 
ject matter greatly different from that found 
in Industrial Purchasing, but rather to more 
properly identify the subject matter pre- 
sented. The original title was somewhat of a 
misnomer as Industrial Purchasing, 
Procurement, was devoted to industrial 
procurement in its broad application and not 
to the single phase of the function known as 
purchasing. 

It seems a bit unfortunate that the com- 
prehensive, sectionalized bibliography that 
appeared in the earlier volume has been 
delected from this book. Although the ex- 
tent to which a bibliography of this kind is 
used by undergraduate students may be 
questioned, its inclusion with necessary re- 
vision to bring it up to date would have been 
justified, particularly in view of the fact that 
reliable literature on procurement is more 


= 
} 
I 
4 1 
{ 
4 1 
| 
| 
Be 


THE JOURNAL OF MARKETING 


127 


dificult to locate than similar material in 
many other fields of business. 

This book, in the judgment of the reviewer, 
is unquestionably the best in the field and 
should receive wide adoption by those teach- 
ing courses in purchasing or procurement. It 
should also satisfy the demands of the stu- 
dent of procurement whether in the class- 
room or in the industrial organization. 

F. Santry REED 
Tulane University 


ConTROLLING WorRLD TRADE—CARTELS AND 
Commopity AGREEMENTS, by Edward S. 
Mason. (New York: McGraw-Hill Book 
Company, 1946. Pp. 287. $3.00.) 


This book is one of a series of publications 
of the Committee for Economic Develop- 
ment dealing with the problems of interna- 
tional economic relations. This careful and 
comprehensive study is presented in two 
parts. One is concerned with private business 
agreements in international trade or cartels 
and the other with intergovernmental com- 
modity agreements. The author does not 
draw too close a distinction between the two 
as he feels that they shade into each other. 
Both operate largely through export quotas 
with or without attendant controls of price, 
production, and stocks. 

In Part One the author discusses the vari- 
ous aspects of cartels including their military 
aspects. The author recommends a policy of 
curbing cartels by international agreement. 
He urges that the United States propose an 
international convention to prevent cartels 
that fix prices, allocate markets or otherwise 
restrain the flow of goods in international 
trade. 

In Part Two there are discussions on the 
origins and aims of international commodity 
agreements, buffer stocks, quota schemes, 
American raw materials and commodity 
policy. 

The author feels that there are a number of 
valid reasons why the United States should 
participate in some type of international or- 
ganization to supervise control of particular 
commodities. When such controls are neces- 
sary, he recommends that they should be in- 
tergovernmental in character. His sugges- 
tions here are, as he says, “lukewarm.” The 


underlying difficulty seems to him to be the 
degree to which public policy can be ex- 
pected to be more than a reflection of the 
activities of interested pressure groups. 

If he could join those who regard govern- 
ment as the impartial arbiter of the public 
interest, his recommendations would have 
more certainty. On the other hand, if he 
could see government acting solely in the 
interests of organized producers, he would 
gladly denounce commodity agreements as 
nothing more than an insidious form of 
cartel. 

The author’s recommendations further 
are based on the assumptions that inter- 
national economic relations will not be 
dominated by preparations for the next war, 
that a considerable measure of success will 
attend the attempts of the United States and 
other industrial nations to maintain a high 
level of employment, and that international 
economic policy generally will be directed to 
the freeing of the restrictions on international 
trade. 

ArTHUR E, ALBRECHT 
The City College of New York 


Mopern Packacinc Encyc.opepia. Edited 
by the staff of “Modern Packaging” maga- 
zine. (Privately printed by the Packaging 
Catalogue Corporation: 142 E. 42nd 
Street, N. Y.-17; 221 N. LaSalle Street, 
Chicago-1; and other cities. Pp. 994. No 
price given.) 


Unlike most encyclopedias this one pre- 
sents several different indexes. First there is 
an elaborate table of contents giving the 
chief divisions of the book. There is also a 
subject and title index which corresponds to 
the conventional index, occupying about 
nine pages. Then there is an index of the in- 
dustries served. Other indexes are for ma- 
chinery and equipment, for packaging forms, 
and packaging in specialized fields. 

There are 85 contributors, each a specialist 
in his field, and these men have confined 
their contributions to their various spheres 
in which they are authorities. All of these 
contributions, however, roughly follow the 
same pattern. They discuss what constitutes 
a good package for their various products; 
how they must be made in order to make a 
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good display on the dealers’ shelves; how to 
fit into shipping cases and be sufficiently 
strong to prevent breakage and wastage. In 
addition, an explanation is given on how this 
end may be accomplished with the greatest 
economy and the most satisfactory results. 

There are hundreds of illustrations in 
which innumerable packages are discussed. 
Often the discussion reverts to the review 
and research which entered into the work be- 
fore the final package was designed. The 
matter of accurate labeling has been given 
adequate attention and is referred to in 
several different classifications of products. 
This is particularly good in the section dis- 
cussing drugs and pharmaceutical chemicals. 

Standardization of package designs covers 
containers of different sizes. For example, 
that of Pillsbury’s Best Flour has seven 
sizes but the designs are sufficiently similar 
so that at a glance a customer in a store 
would recognize any one of the packages as- 
belonging to the Pillsbury family. 

The advantages of clear and colored glass 
for liquid products is another topic ade- 
quately discussed. It also presents the ad- 
vantages and disadvantages of tin and such 
fiber containers as cellophane and other 
materials for packaging frozen and de- 
hydrated products. In considering canned 
fruits and vegetables, the usual topics are 
taken up, and in addition a further presenta- 
tion of family resemblance for an assortment 
of products. 

One of the striking illustrations is that for 
the two dozen products distributed by Cities 
Service. These go to market in metal cans of 
various shapes, glass containers and col- 
lapsible tubes. Green and white are the 
predominate colors combined with hori- 
zontal stripes. Again the uniformity of de- 
sign makes it very simple to recognize in- 
stantly the family in which the product 
originates. 

Some of the unique packages which are 
designed for unusual products are found in 
the chapter on “Games, Cameras and Toys.” 
In summarizing, the author finds: 


1. This group is not characterized by ex- 
tremely high volume items. 
2. Selling methods for the majority of the 


products in the group are generally 
similar. 

3. The markets are broad in respect to age 
groups but limited in respect to income 
groups. 

4. Competition is not as intense as in 
many lines—grading by brands is not 
prevalent. 

5. The amount and type of protection re- 
quired is extremely varied. 


The above outline of topics is illustrative 
of the subjects discussed for each classifica- 
tion of goods. 

Another interesting section is in “Team 


Work in Package Development.” Here the | 


various departments of the business together 
with the people who should take an interest 
in the package are broadly outlined. The 
following departments are enumerated: 
Sales, Advertising, Legal, Protection, Tech- 
nical, Purchasing, Art and Consumer Service. 

The fundamentals of package design are 
covered somewhat more briefly than students 
of advertising might prefer. However, the 
essentials are presented and while there are 
so many other subjects to be considered, 
this is thought to be sufficient. It is supple- 
mented by such topics as kinds of ink, types 
of printing, colors for packages and attractive 
art models. 

The new trade mark law is briefly dis- 
cussed in connection with protecting pack- 
age design. There is also an extensive con- 
sideration of the legal requirements for pack- 
ages. This is something which will be new, 
even to many seasoned advertising men. 

There are many sections of the book 
which will not particularly interest the ad- 
vertising or marketing departments, espe- 
cially in the materials to be used in the 
manufacturing process. All in all, it seems 
to be an adequate coverage of the subject of 
packages for almost everyone’s needs. 

The book is beautifully printed and bound 
and many of the displays are exquisite. A 
new issue is brought out each year and each 
one seems to surpass its predecessor in art 
treatment and general usefulness. I think 
the 1949 edition has lived up to its tradition. 


Hucu E. Acnew 
New York University 
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PranninG Stores TuaTt Pay, by Louis 
Parnes, A.I.A. (New York: Architectural 
Record Publication, 1948. Pp. 316. Il- 
lustrations $15.00.) 


This book is a substantial contribution to 
the growing literature today on increased 
profit possibilities in department and spe- 
cialty stores through the avenues of func- 
tional re-design. It is written by one who 
not only understands the fundamentals of 
design, but who is fully conversant with the 
problems of merchandising. Printed in 8” 
X11" size and profusely illustrated with 
photographs and architectural drawings, its 
ten chapters enter into a detailed discussion 
of the opportunities in store planning 
through physical expression. Illustrations 
and practical case studies are on an inter- 
national scale and the author is as much at 
home in London and Zurich as in New York 
City and Los Angeles. 

The plan of the book is built around a 
diagrammatic representation of a depart- 
ment store, which is conceived as having a 
primary selling zone, surrounded by three 
operational zones—one for employees, one 
for merchandise, and one for customers. 
These operational zones are adjacent and 
connected with the selling zone but inde- 
pendent of each other. The author seeks to 
establish certain significant relationships 
between these zones in developing depart- 
ment store plans. For example: separate 
access to and from the selling floors must be 
provided for each of the three types of traffic 
—employees, merchandise, and customers; 
all traffic between the selling zone and the 
street must pass through one of the opera- 
tional zones; customers must not enter the 
employee and merchandise zones; and mer- 
chandise must not enter either the customer 
zone or the employee zone. The show win- 
dow, interior lighting, circulation and trans- 
portation facilities, and scientific and theo- 
retical considerations in store design are 
amply treated. Also, before discussing the 
problems of internal organization, the author 
thoroughly explores the influence of city 
planning factors, or lack of them, on a store’s 
chances for success. 

Of interest to the reader in the “selling 


zone” section is the treatment of vertical 
versus horizontal expansion, increased op- 
portunities in basement planning, and cir- 
culation problems on selling floors. There is a 
detailed explanation of aisle density difficul- 
ties and psychological factors to be consid- 
ered in laying out lanes. Equipment layouts 
and fixture specifications are fully described 
and illustrated. It is the author’s thesis that 
the modern architect “must work out the 
exact scientific fundamentals upon which to 
base his design, and check the productivity 
ratio of his plan.” He discusses the daily and 
weekly rhythms of sales as a factor in de- 
partment location. To avoid crowding and 
obtain proper traffic distributions, depart- 
ments with the same daily or hourly cycles 
should not be located on the same floor. He 
indicates that fatigue surveys show a cus- 
tomer ordinarly cannot be kept in a store 
more than an hour and a half for buying pur- 
poses and still maintain a buying desire. He 
then tells what the store can do to overcome 
this handicap. 

The “‘customer’s zone” contains all non- 
selling parts of the store given over to cus- 
tomer convenience and service. The book 
goes into detail as to how such facilities may 
be implemented and tells how various well 
known stores have handled their customer 
services. In like fashion the “merchandise 
zone”’ section of the work, covers at consid- 
erable length such matters as delivery, re- 
ceiving, marking, and warehousing. The 
section on “‘personnel zone” makes pertinent 
suggestions as to: the layout and arrange- 
ment of rooms for the checking, convenience 
and comfort of employees; working facilities, 
such as offices, workshops, and kitchens; 
mechanical facilities; and rooms for the train- 
ing, recreation, and health of employees. 

The chapters on the show window and in- 
terior lighting indicate the degree to which 
these devices can be made an integral part 
of the general selling machine. According to 
the author the show window is directly re- 
sponsible for one-third of the total sales of 
the average store. Its construction and op- 
eration consequently warrant the most 
careful planning. The effect of street width, 
‘relationship to traffic, effect of neighboring 
buildings, turnover value, optical aids to 


NG 
lly 
age 
me “ag 
in 
not 
re- 
| 
ive 
ca- 
am 
the 
her 
est 
ed: 
ch- 
ce, 
nts 
he 
ed, 
le- 
ive 
is- 
n- 
ok. 
ok 
: 
he 
ms 
of 
nd 
: 
ch 
nk 


130 


THE JOURNAL OF MARKETING 


visibility, mechanical aids to trimming, and 
special types of show windows are but a few 
of the factors considered. Lighting principles 
of today and yesterday are contrasted and 
the fundamentals of general lighting, display 
lighting and accent lighting set forth. 

In a chapter on “Circulation and Trans- 
portation,” the reader is given a good grasp 
of the use and capacity of traffic facilities in 
modern merchandising. Aisles, entrances, 
stairways, elevators, escalators, et cetera are 


_ described in what is designated as “circula- 


tion and transportation in the customer 
zone.” Similar treatment of transportation 
facilities is given for the ‘merchandise zone” 
covering such items as ramps, concourses, 
conveyors, freight elevators and lifts, while 
the “employees’ zone transportation” section 
treats of facilities for the transmission of mes- 
sages, documents, money and office supplies 
and other inter-communication aids. 

The final chapter of the book deals with 
scientific and theoretical considerations in 
store layout. The author points out that 
while production has taken advantage of 
mechanical science, distribution has lagged 
behind. Stores have tended to remain just 
the original “small shop” on an enlarged 
scale. Traffic and motion studies, psycho- 
technical analysis, space relationship sur- 
veys, and operating and productivity sur- 
veys of space are samples offered of the ma- 
terial that is available to department store 
heads and designers as scientific guides for the 
design of expansion and new store buildings. 
Economic fluctuations impose great strains 
on stores to adjust to unexpected peaks and 
slack times. While personnel and capital 
can be adjusted to changing needs, space is 
inelastic. Nevertheless, with properly or- 
ganized stock control and flexible fixtures, 
it is possible to adjust the traffic curve 
through thoughtful arrangement of mer- 
chandise on various sales floors. The chapter 
contains some interesting statistics on traffic 
surveys, as for example: 10 out of 16 to 18 
on the average who enter a store make pur- 
chases, and 70 per cent of entering shoppers 
go above the first floor. 

In over-all perspective, the book should 
prove a profitable aid to executives con- 
cerned with store expansion or a new build- 


ing program. For the teachers of retailing, it 
contains many valuable case illustrations for 
classroom use covering varied phases of mer- 
chandising. For the layman it is interesting 
reading even though he may be baffled at 
times by the complexity of the architectural 
drawings, and occasionally at sea as to what 
the author is driving at, as was this reviewer, 
for example, in endeavoring to follow the 
shopping street requirement plans of Paris, 
New York, and Buenos Aires. 
Davin E. Favitte 

Stanford University 


MarkKeETING PrinciIPLES AND METHops by 
Charles F. Phillips and Delbert J. Duncan. 
(Chicago: Richard D. Irwin, Inc., 1948. 
Pp. 729. $5.00.) 


This text represents a substantial revision 
of Marketing, by Phillips, issued in 1938. It 
has been rearranged in conformity with the 
post-war trend in marketing texts. The in- 
troductory chapters, well executed with vivid 
illustrations, will win friends and influence 
students’ interest in the nature, scope and 
significance of marketing. The authors state 
their intention to apply all three of the 
major approaches to the study of marketing 
—commodity, functional and institutional. 
Actually, however, three quarters of the text 
relates to the institutional framework of our 
marketing system, beginning with final users 
and working back to the manufacturer and 
primary producer. The final quarter of the 
book is allotted to “Marketing Policies” and 
concludes with a chapter on “Government 
Relationship to Marketing.” 

Is this institutional emphasis peda- 
gogically sound? This question pertains, of 
course, to all elementary marketing texts— 
not just the one under review. The answer 
depends on their objective. If the ultimate 
objective as implied in the various texts is to 
improve the student’s qualifications to solve 
marketing problems, the further question 
may well be raised whether the ratio of text 
material on marketing institutions to mar- 
keting problems should not perhaps be 1 to 3 
instead of 3 to 1. Some may contend that 
so0-odd pages of descriptive institutional 
background are needed. However, if the goal 
is really to develop “problem solvers,” it 
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would seem only logical to condense the 
background material drastically. A superb 
example of how this can be done is the 12- 
page chapter on “Modern Changes in Mar- 
keting Methods” by Myron Watkins in 
Public Regulation of Competitive Practices. 
Perhaps someone will someday write an ele- 
mentary text designed to help the student 
tackle the really basic marketing problems, 
e.g., What to market? How much to market? 
At what price? Through which channels? 
Under what rules and regulations? 

The previous remarks should not, how- 
ever, be construed as a denial of the 
pedagogical value of the institutional ap- 
proach. Certainly marketing institutions 
can be studied as a biologist studies organ- 
isms, with the same end in view—to predict 
future development. Prediction is not only 
the goal of the scientific method but also the 
basis for policy making by students as con- 
sumers, future merchandisers and citizens. 
How do Phillips and Duncan score by this 
criterion? While in the retailing chapters, 
for example, we find interestingly written 
and well organized analyses of various re- 
tailing institutions, the concluding “‘outlook” 
lacks precision and internal consistency. 

Here they are: 


General Store— ... there seem to be no 
factors now forseeable which will increase 
its percentage of our total business.” 
(p. 178) 

Independent Store—‘While there is little 
reason to believe that he will soon ex- 
tend his sales ratio above the 70 per 
cent level, there is no reason why it 
should soon fall far below it.” (p. 206) 

Chain Store—‘All in all, there is no reason 
to believe that the chain will greatly in- 
crease its present percentage of total 
retail sales in the forseeable future.” 
(p. 232) 

Department Store—“While the department 
store may not hold the sales ratio 
gained during the war, it will remain a 
major form of retailing.” (p. 264) 

Mail Order House—“ ... this type of re- 
tailing probably will not increase its 
share of the total retail business.” (p. 


283) 


Direct Selling to Consumers—“... the 
limitations of direct retailing are so great 
that we may not expect this method of 
selling to increase substantially in impor- 
tance.” (p. 295) 

Consumer Cooperatives— . . . It does not 
seem that a rapid development of this 
type of retailing may be expected in the 
United States.” (p. 313) 


The much maligned weather forecaster at 
least promises change! Will not these fore- 
casts create the impression that our retailing 
system is static? Of course the student could 
deduce from them the most unusual conclu- 
sion that chain stores and consumers coop- 
eratives will grow in relative importance 
at the expense of department stores! Despite 
the reviewer’s criticism of these forecasts he 
finds that Phillips and Duncan have equivo- 
cated less and appear to have made a more 
conscientious effort to predict institutional 
trends than the authors of the four last re- 
leased marketing texts. 

This text is more “teachable” than its 
predecessor. The bibliography has been 
transplanted and transmuted into anno- 
tated Supplementary Readings at the end 
of each chapter. This should increase the 
probability of their being assigned by 
teachers and perused by students. In addi- 
tion, the scholar will find a wealth of addi- 
tional references in the copious footnotes. 
The Index is unfortunately scanty. A com- 
mendable innovation for an elementary text 
is the citation at the end of each chapter of 
recommended cases in McNair and Hansen, 
Problems in Marketing, and McNair, Learned 
and Teele, Problems in Merchandise Distribu- 
tion. 

The Review and Discussion questions ap- 
pended to each chapter are run-of-the-mine. 
This provokes a thought for the ideal text: 
rather than for “Review and Discussion,” 
should not the questions be consciously 
aimed to: (a) provide specific problems for 
solution, and, (b) provoke students to con- 
sider future trends? 

Though the major change effected by the 
collaboration of Duncan and Phillips has 
been a rearrangement of topics, several addi- 
tions have been made. They include chapters 
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on the market for Consumers’ Goods, In- 
dustrial Goods, Group Activities of Independ- 
ent Stores, half a chapter on Direct Sales to 
Consumers, Marketing Research and Polli- 
cies, Buying Policies and Practices, and 
Selling Policies and Practices. 

The book has been meticulously edited. 
The reviewer could not find a page that had 
been spared the editor’s scalpel. More mate- 
rial has been crowded into less space. Sen- 
tence structure has been improved. Sub- 
heads have made for clearer presentation. 
These technical improvements merit com- 
mendation. There is some reservation, how- 
ever, in the reviewer’s mind whether the 
book has been improved by many of the sub- 
stantial editorial changes. For example: 

The chapter on the buying problems of the 
consumer examines the difficulties of the 
consumer and the methods to improve his 
position. The typical reader will probably 
conclude that the consumer is doomed to 
continue the method of “trial and error” 
(p. 68) and to rely on the italicized premise 
that “It is in this competitive struggle for the 
consumers’ favor that the buyer finds his great- 
est protection.” (p. 71) While this is certainly 
true, it would have been even more convinc- 
ing to doubters if more recognition had 
been given to better buymanship (as well 
as to better salesmanship, which does re- 
ceive its due recognition in the text) as a 
prerequisite for a more efficient marketing 
system. The student-reader of this chapter 
will likely obtain the impression that he 
should discount rather than support action 
by consumers to help themselves by more 
scientific and organized effort. 

This reviewer shares the authors’ doubt, 
which they express in a footnotte, concerning 
whether to classify Good Housekeeping In- 
stitute as an aid to the consumer. Justifica- 
tion is attempted by asserting that: “The 
main aim [of the Institute] is to eliminate all 
really undesirable goods from being adver- 
tised.” (p. 71) But, is it? 

Without any textual amplification, a foot- 
note begins “In a surprising and baffling 
decision on September 21, 1946, the Federal 
Court in Danville, Illinois, held the Great 
Atlantic and Pacific Tea Company, its sub- 
sidiaries, and various executives in violation 


of the Sherman Act for conspiring to restrain 
trade and gain a monopoly.” (p. 230) In 
view of the recent confirmation of this de- 
cision by the Circuit Court of Appeals, 
perhaps in the next edition the authors will 
insert the word “doubly” before “surprising 
and baffling.” 

As another contrast in the viewpoints of 
the two editions, while Phillips had observed 
“Efficient help is difficult to obtain in suf- 
ficient quantities at the wages typically of- 
fered by department stores,” (Italics mine), 
Phillips and Duncan edit the underlined 
phrase to read “. . . some department stores 
can afford to pay” (p. 258). 

The cause of the high return goods ratio 
of department stores receives less critical 
analysis by the deletion of Phillips’ statistic 
that returns on credit sales (18 per cent) 
are substantially higher than on cash sales 
(7 per cent). 

In a paragraph listing several factors fa- 
vorable to the development of mail-order 
selling the new edition deletes “Private 
brands were adopted in order to allow the 
quotation of lower prices.” (cf. p. 372 and 
Pp. 272.) 

The result of the editing throughout the 
text, as illustrated by the above examples, 
whether premediated or not, has been to 
remove expressions that might be consid- 
ered offensive by the student in his role as a 
future merchandiser in contrast to his roles 
as a consumer and citizen. 

A new hypothetical case almost destroys 
the objectivity of an otherwise excellent 
brief treatment of consumer’s cooperatives. 
It follows: “...a private firm and a co- 
operative each with a profit before taxes of 
$1,000,000, of which sum each wishes to 
retain $500,000 in the business and to return 
the balance to stockholders or patrons. The 
private company would pay an income tax 
on the $1,000,000; the cooperative would 
pay a tax computed just on the $500,000 re- 
tained in the business. Moreover, the co- 
operative could escape tax on the $500,000 
retained in the business by giving patrons 
stock or promissory notes with long maturi- 
ties. Such tax savings represent a decided 
advantage to the cooperative.” (p. 305.— 
Italics mine) 
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This case is right on one count, but wrong 
on another. It is right in that it helps to de- 
stroy the cooperative myth regarding 
“profits” vs. “savings.” The difference be- 
tween what goes out and what comes in is 
profit—regardless of the institutional charac- 
ter of the firm. It is wrong in that it fails 
clearly to differentiate between the rights of 
“stockholders” and “patrons” which is the 
essence of the difference between corpora- 
tions of private and cooperative character. 
In the cited case if the cooperative had as- 
signed the retained $500,000 to its stock- 
holders instead of to its patrons it too would 
have been subject to tax. Conversely, if the 
private company had assigned the retained 
$500,000 to its patrons instead of to its 
stockholders it too could have reduced its 
tax liability by that amount. Furthermore, 
the private company’s tax liability would 
have been reduced as was the cooperative’s, 
if it has issued a dividend of $500,000 to its 
patrons instead of to its stockholders. It is 
not frivolous, as it may appear, to call at- 
tention to this alternative. For example, 
such refunds which are proper deductions 
from net income for tax purposes have been 
made by the May Department Stores when 
it has issued credit stamps to customers in 
proportion to their patronage; and by the 
Ford Motor Company a few years ago when 
it refunded about $50 to each Ford cus- 
tomer.! 

Due to limitations of space for this review 
the nine chapters on the description of in- 
stitutions wholesaling consumers’ goods and 
marketing industrial goods must be skipped 
over with the passing comment that they are 
considered better than those in competing 
texts because they are briefer. 

The section on Marketing Policies and 
Practices has been reworked. Phillips’ price 
chapters have been condensed. This should 
increase the probability of the text’s use, in 
those instances in which their length and 


1 Lest there be any misunderstanding, both the hypo- 
thetical case and my comments relate to the tax liabil- 
ity of consumers’ cooperatives and a majority of farm- 
ers’ cooperatives and do not necessarily apply to those 
farmers’ cooperatives that qualify for income tax 
exemption in accordance with the provisions of Section 
101 (12) of the Internal Revenue Code. 


depth have scared off adoptions. This con- 
densation has not been without sacrifice, 
however, since the reviewer considered Phil- 
lips’ price chapters the best in any of the 
marketing texts. The effect of the conden- 
sation has been to play down the potentiali- 
ties of economic theory as one of the tools for 
the analysis of marketing problems. More- 
over, the editing has changed the flavor. For 
example, while Phillips expressed no con- 
clusion on the effect of sales promotion, 
Phillips and Duncan render the decision that 
“,..on the whole, sales promotion activi- 
ties are decidedly in the consumer’s inter- 
est.” (p. 606) 

Measured by the criterion of amount of 
attention give, Governmental Relationships 
to Marketing would seem to have become less 
important since 1938. The reviewer wishes 
to seize this opportunity to comment on the 
common text book approach to this subject, 
which is vital in many countries and of in- 
creasing importance—even in the United 
States. The authors divide marketing regu- 
lations among those designed to (1) maintain 
competition, (2) aid special business groups 
and (3) establish central government direc- 
tion. This classification is disliked because it 
engenders a lack of full appreciation of the 
real worth of our free enterprise system. It 
is based on the means by which the public 
seeks to achieve its ends rather than on the 
ends of the marketing regulations. An al- 
ternative approach is first to classify and 
analyze marketing regulations in accordance 
with what they can contribute towards the 
problems of providing more, better and 
cheaper goods while at the same time main- 
taining individual freedom. Then a prag- 
matic determination can be sought on 
whether the better public policy to solve the 
problem is “hands off” or some kind of regu- 
latory action. This approach of course in- 
creases the scope of regulations that market- 
ing students should study. This would in- 
clude, for example, the far-reaching issues 
involved in the nascent International Trade 
Organization and its marketing agreements 
which has not been mentioned in any of the 
post war marketing texts. It is submitted 

- that this problem approach will enhance the 
student’s appreciation of the role of free 


| 
= 
= 
‘in 
In 
= 4 
n: 

of 
ed 
if. ¥ 
y- 
io 
al % 
ic 

t) 
q Pg 
er 
te 
te 
id 
Sy 
ce) 
j- F 
a 

rs 

)- 
of 
0 

n 
e 

x 
‘ | 


134 


THE FOURNAL OF MARKETING 


enterprise above that he receives from the 
usual study of how business is regulated. 
Moreover, it enables the student more criti- 
cally to evaluate those revolutionary ideolo- 
gies that subordinate the means to the ends. 

On balance, this text is deemed “‘a better 
mousetrap” and deserves to be widely 
adopted. It is better organized, more read- 
able and teachable than the other elementary 
marketing texts. It will not eliminate them 
from the market, however, due to “product 
differentiation.” Some teachers will, for ex- 
ample, continue to prefer the text of Con- 
verse and Huegy for its agricultural flavor 
and greater attention to merchandising con- 
trol methods, and the text by Duddy and 
Revzan for its more penetrating institutional 
analyses and treatment of commodity mar- 
kets and trading areas. The other competing 
texts, however, need thoroughgoing revision 
to stay in the competitive race. Finally, since 
the authors have produced so many leading 
texts the reviewer wishes humbly to ac- 
knowledge his recognition that it is easier to 
criticize than to create or to give due praise 
to the creations of others. 

Lincotn CLarK 

University of Tennessee 


Business Letrers Tuat Cuick, compiled 
by the editors of Printer’s Ink. (New 
York: Funk and Wagnalls Company, 
1948. Pp. 380. $5.00.) 

Business Letters That Click, compiled by 
the editors and contributors of Printer’s 
Ink, includes 325 examples of letters fresh 
from the files of top-rank executives. Se- 
lected letters have turned inquiries into 
orders; sold without “yawning” or “fawn- 
ing”; “threatened without being offensive”; 
made go per cent of debtors pay; coaxed 
back lost customers; acknowledged errors; 
effected a “graceful compromise”; and 
brought the prized reply, ““You’re a square 
shooter after all.” These and many more are 
effectively presented in bold face type in con- 
trast to the lighter, but legible type of the 
running comment. 

As a result of this pooling of case histories 
of successful mailing pieces from diversified 
and widely scattered sources, itemized hints 
for improving present-day correspondence 


are backed by tests of a national laboratory, 

The first chapter of this indexed volume 
presents an overview of “the activities of 
men who write letters.”” The scope of its il- 
lustrations is broad—from the classic war- 
time expression that “leaves a lump in your 
throat,” to a new list of irritators. Among the 
latter are: “the conservative and colorless 
...‘we are pleased to announce’”; the 
“shoddy piece of monkey-business that in- 
sults a reader’s intelligence”; “‘we have re- 
served for you... .” 

Besides the indisputable principles “com- 
monly enumerated” in current manuals of 
letterwriting, controversial topics are effec- 
tively introduced: the short letter to the busy 
executive vs. the long letter to the dealer; 
the refreshingly direct attack vs. such ho- 
hum techniques of “traditional salesman- 
ship” as “inflated figures of market potenti- 
ality,” “profit,” and “‘more profit”; classifi- 
cation of prospects vs. overclassification, the 
case for the homogeneous-class letter; the 
flashy opening vs. straight talk “in a direct 
line to the reader” of routine and solicited 
letters; not repeating the trouble in an ad- 
justment letter vs. comforting the reader 
with the thought, “That man knows what 
I’m kicking about.” 

The importance of little things is empha- 
sized throughout the book. A follow-up letter 
thanks the prospective client for courte- 
ously receiving a salesman. Type under 
a return envelope flap flashes a timely 
“Thank you.” A model system shows how 
all inquiries can be answered in thirty-six 
hours, keyed geographically, followed-up 
with a notification to dealers, and perma- 
nently filed as to source. In this connection, 
comparative figures reveal the shocking 
“to per cent of advertisers who ask people to 
write for information, and then turn a cold 
shoulder” when they do as requested. At- 
tention to complaints involving small sums 
brings big returns. 

Further new emphasis can be gleaned by 
scanning special chapters on “letters with a 
laugh,” appearance, mechanical parts, and 
style of letters. Humor is shown to succeed 
only when it develops action and pertinently 
relates to the product promoted. Indention of 
all lines in two or three scattered paragraphs 
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in sales letters adds eye-appeal. Caps, under- 
lining, letter-spaced words, and “asterisked 
postscripts with a purpose” attract attention 
to important sales points. The signature of a 
salesman known to a customer tends to 
stimulate more natural interest than a big- 
name signature. Post office rulings affect 
the arrangement of items on the envelope, 
the important package for the message in- 
side. Finally, a secretary’s classification of 
dictators who drive stenographers into sani- 
tariums reveals such monsters as the dicta- 
tor who mumbles, refuses to spell proper 
names, puts her “in a coma” by overdicta- 
tion of simple punctuation, and buzzes her 
when his ideas are “stillborn.” 

Business Letters That Click \eaves the 
reader with two significant impressions: 
“It’s not safe to be dogmatic about letter- 
writing”; and every office with an outgoing 
mailbox should be a “miniature experimental 
laboratory” that alone can answer the ques- 
tion that matters: “What does a test show?” 
This timely volume is must reading for every 
student or professional writer who would 
solve more problems by letter. 

Sytv1A EMery 
Skidmore College 


Tue Economics or InpustriaAL MANAGE- 
MENT by Walter Rautenstrauch and Ray- 
mond Villers. (New York: Funk and Wag- 
nalls Company, 1949. Pp. 439. $5.00.) 


This book is directed towards business men 
and students who have no special background 
in economics. 

The authors consider that the funda- 
mental element in modern society is the 
machine. In analyzing the machine concept, 
they do not look at it from its physical stand- 
point of size, shape, and productive quali- 
ties, but approach it from the financial 
aspects—the cost to buy and operate the 
machine, and the financial considerations in 
recovering the capital. 

The book is divided into three main parts: 
I. Visualizing the Business; II. Industrial 
Cost Characteristics; III. The Business as 
Part of the National Plant. 

In Part I the authors develop an “Eco- 
nomic Flow Chart” which is a theoretical, 
symbolic presentation of industrial account- 


ing. Following this, most of the material in 
this section is on break-even and profit and 
loss charts. These charts are of great value 
in analyzing the operations of a company. 

Part II deals more explicitly with cost 
economy, time value of money, capital re- 
turns, interest, sinking funds, depreciation 
and the like. The purpose of this material is 
to develop conclusions on which to base 
economy studies. 

Part III analyzes the position of the gov- 
ernment in the industrial economy and the 
general problems of money and credit, infla- 
tion, wage and price spirals, changing values 
and price controls, as well as the effects of 
industrial expansion on our economic system. 

The authors have done a satisfactory job 
in covering the subject. The book should 
prove adequate for use in the classroom but 
is probably too theoretical for general read- 
ing. 

Rosert STAINTON 
Case Institute of Technology 


STIMULATING SALESMEN SUCCESSFULLY by 
Charles B. Roth. (New York: Prentice- 
Hall, 1948. Pp. 348. $5.00.) 


The title and preface give the impression 
that the book deals primarily with incentives 
for salesmen, but actually its scope is con- 
siderably broader and includes many phases 
of sales training and management. There is 
even an initial chapter on selection which 
mentions aptitude tests, particularly of the 
personality type. The author commendably 
emphasizes that such tests must be inter- 
preted by an expert and are not fool-proof. 
He seems aware of the importance of vali- 
dating tests, although not actually saying so. 
The next chapter on training programs 
stresses analysis of the job, determination of 
objectives, and the use of procedures which 
have stood up under empirical tests. Then 
follows a discussion of market analysis which 
may help the salesman, for example, in recog- 
nizing prospects and utilizing contacts. There 
are hints for saving his time such as planning 
routes and spending more time on the 
promising prospects or putting a ceiling on 
the time one should wait to see a prospect. 


. Sales meetings are recommended, although 


management often overestimates their im- 
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portance. Emphasis is given, however, to the 
necessity for preparation for such meetings 
and planning as to time and place. Contests 
seem to play quite a role and may take sev- 
eral forms,—competing against all other 
salesmen or against oneself or group versus 
group. It would be interesting to know the 
author’s experience as to the comparative 
merits of these three types. One gets the im- 
pression that this contest business may be 
overdone with the salesmen bouncing from 
one contest to another. Bulletins to sales- 
men are discussed with a lot of illustrative 
examples which should be helpful. Experi- 
ence appears to indicate that once a week is 
about the right schedule, although no sta- 
tistics are given in support of this point. 
Visual aids in selling are recommended and 
a chart lists them with their various advan- 
tages and disadvantages. There is also some 
discussion of sales helps such as advertising 
or display devices. 

Then comes the ubiquitous sales conven- 
tion following the conventional shot-in-the- 
arm philosophy. Some of them evidently do 
increase sales. One interesting proposal is to 
devote the entire convention to a single 
major theme, for example, smiling at pros- 
pects. This is a somewhat novel idea and 
worth consideration. Many conventions un- 
doubtedly try to do too much and there are 
obvious limits to the range of attention of the 
participants. A number of interesting play- 
lets and skits for convention programs are 
included. There is a brief list of hints for 


building morale in general and some discus- 


sion of comparative merits of different types 
of compensation. In the last section of the 
book (some 60 pages) there are a number of 
exhibits, illustrations, and other useful ma- 
terial, including: a table of common objec- 
tions and corresponding solutions; a break- 
down of different methods of closing a sale; 
a rating scale for evaluating the sales train- 
ing meeting; forms for following up the sales 
training program in which the trainee has to 
check the best alternative answer; graphic 
materials of the cartoon type which attempt 
to clinch some particular point for the sales- 
man’s own benefit. At the end there is a con- 
cise topical outline of “effective salesman- 
ship” under the headings of attention, in- 


terest, keynote selling, conviction, objec- 
tions, the close. 

The book should make interesting reading 
for persons in the sales management field. 
The reviewer detects no actual fallacies. The 
method of presentation is uniform in each 
chapter, giving a general introductory dis- 
cussion, followed by italicized headings each 
elaborated in a paragraph or more. The 
reader will doubtless find that many of the 
suggestions mentioned merely underline 
what he is doing anyway but here and there 
he may pick up an idea which is novel to 
him. The general approach is of a common 
sense sort and such psychological features 
as the reviewer detected seem sound. The 
style is chatty and readable. Many books of 
this type rant their way through a lot of 
platitudes but this one keeps the feet pretty 
well on the ground. 

Harotp E. Burtr 
Ohio State University 


ParTNERS IN Propuction. A Report by the 
Labor Committee of the Twentieth Cen- 
tury Fund assisted by Osgood Nichols. 
(New York: The Twentieth Century 
Fund, 1941. Pp. 149. $1.50.) 


The formulation of a new basic philoso- 
phy of labor-management relations upon 
which leaders of both groups are able to 
agree was the objective in the preparation 
of this report of the eminent labor union 
leaders, business executives, and educational 
authorities who compose the Labor Com- 
mittee of the Twentieth Century Fund. At- 
tention is directed to the vital question as to 
whether the major issues and sources of con- 
flict between labor and management can be 
resolved to the interest of both and of the 
general public. In approaching this problem, 
the Committee first examines the funda- 
mental goals of each group and the degree to 
which their achievement is compatible with 
the interest of the other party. Among these 
goals are some wherein little compromise is 
needed in the achievement of mutual objec- 
tives, others in which seeming conflict can 
be largely eliminated through effective co- 
operation, and at least two, labor security 
and profitable production, in which the con- 
flict between management and labor is real 
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and in which compromise is necessary. 
However, the conclusion reached by the 
Committee is broadly optimistic in pointing 
out the wide area within which mutual inter- 
ests can be served under our competitive 
economic order as each group strives to at- 
tain its major objectives. The report points 
out that further joint effort designed to 
achieve understanding and cooperation is 
necessary, and concludes with two specific 
recommendations for further constructive 
action: 

“That in all plants in which there is union 
representation management and organized 
labor assume responsibility for the integra- 
tion of the union into the plant organization 
as an effective channel of two-way communi- 
cation from managers to workers and from 
workers to managers.” “That the leaders of 
American industry and labor now jointly 
direct their attention, through the processes 
of intelligent self-government, to an agreed 
statement of economic principles which will 
afford a basis for a constructive advance in 
understanding the wage-price-profit relation- 
ship in a democratic system of competitive 
private enterprise.” 

While this is by no means the first attempt 
at appraisal of our capitalist system as a 
framework within which the needs and de- 
sires of labor and management can be at- 
tained, it is noteworthy as a study by a 
multi-partisan group of well recognized 
leaders with widely divergent interests in 
which the conclusions set forth are unani- 
mously accepted. The subject matter is of 
definite concern not only to those engaged 
primarily in labor matters but to all who give 
thought to the workings of our capitalistic 
economy, particularly in view of the current 
international stress involving the relative 
effectiveness of various economic systems in 
supplying the wants of the people. 

In the development of the basic philosophy 
of this report many sound, although not 
novel, tenets of labor relations are clearly 
expounded. For example, it is pointed out, 
that more can be accomplished by volun- 
tary action at the individual company and 
local union level than by legislation in secur- 


ing effective collective bargaining and sound © 


labor-management relations. In light of such 


a view, struggles over legal measures such 
as the Taft-Hartley Act assume long-run 
secondary significance. Another observation, 
the validity of which many businesses have 
learned through experience, is that unions 
cannot be safely ignored by employers inter- 
ested in satisfying the wants of the workers, 
for the relationship between the employee 
and his union is usually such that manage- 
ment efforts to circumvent the union will 
meet with opposition and distrust. Also 
stressed is the need for focusing attention 
upon the dignity of the individual employee 
who must find in his job an opportunity for 
recognition and self-respect through produc- 
tive enterprise. 

The major criticism of the report is that 
the broadly optimistic conclusions are not 
sufficiently developed through rigorous lines 
of analytical reasoning or supported by 
factual data. To a considerable degree, reli- 
ance is placed upon statements of individual 
authoritives, upon opinion surveys, and 
upon estimates as to general trends. How- 
ever, it is to be expected that in a report 
by a group representing varied and conflict- 
ing interests conclusions tend to be gen- 
eralized and analysis somewhat cursory. 
There can be little quarrel with the sum- 
marizing judgment that our capitalistic sys- 
tem provides a basis for the realization of the 
major objectives of all parties concerned. 

The contention that conflict is giving way 
to cooperation in labor relations is supported 
by quotations from representatives of labor 
unions and of business enterprise. There may 
be doubt as to whether such views are those 
generally held by these groups‘and whether 
the pressure of economic crisis might change 
this thinking. While strikes may have been 
less bitter in recent years, this may be partly 
the result of general economic prosperity 
when financial problems of the parties in- 
volved have not been as acute as during de- 
pression days. There may be disagreement 
with the statement that the divorcement of 
the management of business from the owner- 
ship of business improves relations with labor 
because of more long-range interest in the 
welfare of the enterprise on the part of man- 
agement and because of greater desire of 
management than of owners to gain com- 
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munity respect. The opposite could well be 
true with the changing trend in the business 
unit from the small individual proprietorship 
or partnership to the large scale corporation, 
with the more impersonal relations which 
normally ensue. 

Some may not be inclined to accept the 
bases upon which the goals of labor and man- 
agement are determined. The Committee has 
relied largely upon opinion surveys con- 
ducted by research experts in determining 
attitudes of employers and employees. The 
lack of objectivity of such studies and the in- 
ability to avoid over-lappiag, non-discrete 
categories in framing questions for the meas- 
urement of such opinions cast doubt on the 
conclusions reached. Although some may feel 
that labor’s concern with wages is not suffi- 
ciently emphasized and that economic as- 
pects of management’s objectives might be 
further stressed, the goals considered in this 
analysis are of undeniable importance. 

In industries with which the reviewer is fa- 
miliar there has been no tendency for unions 
to relax their demands for rigid seniority pro- 
visions in labor agreements. These demands 
not only seek protection in case of reduction 
in force but also are aimed at controlling pro- 
motions. It is doubtful that this major area 
of conflict between labor and management as 
to the degree to which seniority protection 
extends is becoming a less serious source of 
dispute between the two parties. Further- 
more, the economic issues at stake between 
the company and the union as to the rela- 
tionship between rates of pay and levels of 
profit are still bitterly contested. While hope 
for resolving these points of difference on a 
broad industry basis is expressed in this 
study, the battle between the individual 
company and the local union on such mat- 
ters is still far from solution. 

We can agree with the conclusion of the re- 
port that even in the case of conflicting goals 
much can be achieved through a better gen- 
eral understanding of the basic nature of our 
economic system and of the opportunity for 
cooperation in achieving major objectives. 

In summary, despite a somewhat abridged 
and at times sketchy analysis, the Commit- 
tee and Mr. Nichols present a stimulating 


synthesis of labor relations philosophy in 
Partners in Production. 

Carrot K. Warp 
Mid-Continent Airlines, Inc. 


Sates oF Onto RETAILERS, 1935-1947, by 
James C. Yocum and Sam Arnold. (Ohio 
State University: Bureau of Business Re- 
search, Research Monograph Number 52. 
Pp. 125. $2.00.) 


This monograph presents detailed statis- 
tics on Ohio sales trends by kinds of business 
for a thirteen year period—a period com- 
posed of peacetime and wartime business ac- 
tivity. These data provide Ohio retailers with 
a long-run, as well as a current gauge by 
which to evaluate the trends of their own in- 
dividual store sales. To facilitate the use of 
these data by Ohio retailers, the Bureau is 
publishing pertinent facts for each of the 
principal lines of trade in separate booklets. 
As Viva Boothe, Director of the Bureau of 
Business Research, points out in the Fore- 
word, “publication of these data marks the 
culmination of one phase of a major, long- 
range research program of the Bureau.” 

Seven chapters and two appendixes make 
up the monograph. The titles and brief sum- 
maries follow: 

Chapter I—Introduction: Development and 
Uses of Indexes of Ohio Retail Sales. 

Because retail trade is a very important 
segment of our economy employing more 
than 15 per cent of employed persons and 
embracing more than 50 per cent of business 
establishments in 1940, “‘current indications 
of retail sales volume are significant gauges of 
the business health of a community.” No 
such reliable and comprehensive measures of 
the volume of retail sales had been available. 
Thus the Bureau laid plans in 1936 to ob- 
tain monthly reports of retail sales from Ohio 
retailers. It happened that at that time the 
United States Department of Commerce 


‘planned a similar sampling of independent 


retailers in the entire country. The two pro- 
grams were merged in Ohio, members of the 
staff of the Bureau being appointed special 
agents of the U. S. Department of Commerce 
in Ohio. Thus, since 1936, the Bureau has 
published month-to-month, year-to-year and 
year-to-date percentage change figures by 
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kinds of business. The weakness of such per- 
centage of change figures is that they do not 
permit a continuous series which is necessary 
for a study of long-term trends, cyclical 
change and seasonal variation. Hence the 
Bureau published the present monograph 
which shows monthly index numbers of Ohio 
retail sales by kinds of business for the entire 
period 1935-1947. 

Chapter II—Trend of Sales of Ohio Retail- 
ers, by Kinds of Business. 

In general for the period 1935-47 there 
was unusual and almost universal growth in 
undeflated dollar sales of Ohio retailers, ex- 
cept for a slight drop in 1938, and in durable 
goods lines during the war. When adjusted 
for price change the increase was not so ex- 
treme but it followed the same pattern. 

Careful comparison of the sales data for 24 
separate kinds of retail establishments with 
the total Ohio retail sales was made. This 
brought to light the fact that only four kinds 
of business departed from the general pat- 
tern. These four, Furniture-Household and 
Radio, Furniture, Household Appliance 
Dealers and Radio-Musical Instruments and 
Motor Vehicles—had a reversal in their 
trend of sales or a material decrease in rates 
of growth of sales during the war. 

Chapter III—Dollar Volumes of Sales of 
Ohio Retailers. 

The data in this chapter are obtained from 
two sources, namely, annual totals which are 
sums of monthly reported estimates and esti- 
mates from annual totals of Ohio sales tax 
collections by kinds of business as reported 
by the Ohio State Treasurer. The reason given 
by the authors for presenting these dollar 
volume data is that they provide a “means 
of comparison of two computations based on 
two sources and indicate the extent to which 
there is general corroboration of the values 
determined.” 

To students of retailing, this chapter is im- 
portant because it shows the shifts which 
have taken place among major kinds of re- 
tail groups, i.e., the striking increase in rela- 
tive standing of the General Merchandise 
Group and the decrease in the relative stand- 
ing of Food Stores. 


Chapter IV—Seasonal Variation in Sales of ~ 


Ohio Retailers. 


These data present no variation from the 
known national retail pattern. 

Chapter V—Ohio and United States Retail 
Sales Trends. 

The comparison of Ohio’s retail sales pat- 
tern with that of the United States shows 
that with the exception of 1942 the two have 
been very much alike during the 13 years, 
with an upward trend and cyclical variations 
coming in the same years. This was especially 
true during the prewar years. It is interesting 
to note that the amplitude of the cyclical 
movements is greater in Ohio than in the 
United States as a whole, which the authors 
claim is due to the fact that Ohio has a larger 
proportion of durable and heavy industries 
than does the rest of the United States. The 
noticeable difference between the two series 
during the War years is explained by the au- 
thors as due to a net loss of population which 
they attribute, among other things, to the 
fact that Ohio had no training camps or great 
increase in new war enterprises such as air- 
plane factories with their accompanying 
mass of workers. 
Chapter VI—Intercity Variations in Ohio 
Department Store Sales. 

The city of Akron had the largest iong-term 
growth whereas Cleveland had che sinallest. 
Chapter VII—Statistical Methods and De- 
scription of Data. 

Appendixes A and B—Indexes and Forms. 

HE en G. CANoverR 
University of Minnesota 


BOOKS RECEIVED 


Readings in the Theory of International Trade, selected by 
a Committee of The American Economic Association. 
(Philadelphia: The Blakiston Company, 1949. Pp. 
637. No price given.) 

This volume is the fourth in a series of published arti- 
cles on economics which is the outcome of an agreement 
between the American Economic Association and the 
Blakiston Company 

The primary purpose, as stated, “is to bring together, 
field by field, some of the essays and articles which are 
particularly useful in the instruction of senior and 
graduate students concentrating in economics.” 

The articles included, “The Future of World Trade,” 
“Tariffs and the Gains from Trade,” and “Foreign Ex- 
change Rates,” will prove to be important to marketing 
students. 


Accountants’ Writing, by John Mantle Clapp. (New 
York: The Ronald Press, 1948. Pp. 216. No price 
given.) 
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This relatively small book is aptly titled. Account- 
ants will find its easily read style a pleasant departure 
from technical works on rhetorical structure. 

It is replete with illustrations relating to the field of 
the accountant, showing common faults which occur in 
expository writing, and pointing out by explanation and 
illustration how such faults can be corrected. 


Personnel Management, Fourth Edition, by Walter Dill 
Scott, Robert C. Clothier, and William R. Spriegel. 
(New York: McGraw-Hill Book Company, Inc., 
1949. Pp. 648. $4.50.) 

First published in 1923, this outstanding text has 
been the “bible” for many students and men engaged 
in personnel work since that date. This new fourth edi- 
tion has been completely revised taking into account the 
latest principles, practices and regulations. 

Particularly significant to men in the marketing field 
is the continued use of the survey method by the au- 
thors to determine trends on the status of personnel 
management. In the present volume, the authors com- 
pared the results of the surveys of 1930 and 1940 with 
the analysis made of 325 leading companies in 1947. 

The conclusions drawn from this survey help the 
authors in presenting the actual conditions in existence 
in the personnel field. They can be commended for 
making use of a very sound and logical approach to this 
highly dynamic field. 


Collective Bargaining: Principles and Cases by John T. 
Dunlop. (Chicago: Richard D. Irwin, Inc., 1949. 
Pp. 433- $4.00.) 

The book is divided into two parts, the first of which 
provides the general reader a survey of the more im- 
portant phases of collective bargaining. This section also 
provides the necessary background material for the 
student for the seventy excellent cases and problems 
which make up the second part. 

The instructor who wishes to utilize the case ap- 
proach to a one-semester course in introduction to labor 
economics will find this an ideal text because the prob- 
lems included are all very thought-provoking and con- 
crete, with pertinent questions at the end of each case. 


How to Make Better Speeches, by William G. Hoffman. 
(New York: Funk and Wagnalls, 1948. Pp. 266. 
$4.0c.) 

The outstanding feature of this book is its practical, 
concrete approach to the problems of the speaker. There 
is a full section on voice and delivery, materia! on radio, 
roundtable, acting chairman, conducting business 
meetings, humor, and how to tell a story. 

Supplementing the text are illustrative excerpts from 
present-day speeches, a section of exercises for practice 
and a summary of important points to check against a 
proposed speech. 


Price Economics, by Robert B. Pettengill. (New York: 
The Ronald Press Company, 1948. Pp. 477. $4.50.) 
This book is designed to be used as a text in inter. 

mediate economics. Its principal emphasis is upon the 

determination of price. The exposition is commendable 
and the writing is clear and concise. The diagrams are 


well integrated with the text. It should prove to be a 
valuable reference book for those in the marketing field 
who are specifically concerned with pricing problems, 


Managerial Control of Business, edited by George T. 
Trundle, Jr. (New York: John Wiley and Sons, Inc., 
1948. Pp. 403. $5.00.) 

Practical Advertising Procedure, by the Rochester In. 
dustrial Advertisers. (New York: McGraw-Hill Book 
Company, Inc., 1948. Pp. 422. No price given.) 

The Basing-Point System, by Fritz Machlup. (Philadel. 
phia: The Blakiston Company, 1949. Pp. 275. No 
price given.) 

Modern Radio Advertising, by Charles Hull Wolfe. (New 
York: Funk and Wagnalls, 1949. Pp. 725. $7.50.) 

Practical Advertising, by Harry P. Bridge. (New York: 
Rinehart and Company, Inc., 1949. Pp. 789. $6.50.) 

The Regulation of Industry, by Dudley F. Pegrum. (Chi- 
cago: Richard D. Irwin, Inc., 1949. Pp. 481. $4.75.) 

Magazines in the United States, by James Playsted 
Wood. (New York: The Ronald Press Company, 
1949. Pp. 299. $4.00.) 

Future Food and Agriculture Policy, by John D. Black 
and Maxine E. Kiefer. (New York: McGraw-Hill 
Book Company, 1948. Pp. 348. $3.50.) 

The Changing Competitive Structure in the Wholesale 
Grocery Trade, by Ralph Cassady and Wylie L. Jones. 
(Berkeley, California: Bureau of Business and Eco- 
nomic Research, University of California, 1949. Pp. 
73. $2.00.) 

Auto Expense Allowances, Dartnell Report No. 576. 
(Chicago: The Dartnell Corporation, 1949. Pp. 53. 
$7.50.) 

Advertising Copy, by George Burton Hotchkiss. (New 
York: Harper and Brothers, 1949. Pp. 469. $4.50.) 
It’s Your Business, by J. L. Simon. (New York: Fair- 

child Publications, Inc., 1949. Pp. 199. $3.50.) 

Markets for Airborne Seafoods, by S. A. Larsen, W. 
Reitz, and K. K. Burgum. (Detroit: Wayne Univer- 
sity Press, 1948. Pp. 120. No price given.) 

The Pollsters, by Lindsay Rogers. (New York: Alfred A. 
Knopf, 1949. Pp. 239. $2.75.) 

Security for the People, by Roland W. Bartlett. (Cham- 
paigne, Illinois: Garrard Press, 1949. Pp. 303. No 
price given.) 

The Retail Salesperson at Work, by Donald K. Beckley 
and William B. Logan. (New York: McGraw-Hill 
Book Company, 1948. Pp. 342. $2.20.) 

Trends in Inter-War Trade and Shipping, by Tor Ouren 
Og Axel Somme. (Bergen, Norway: J. W. Eides For- 
lag, 1948. Pp. 72. No price given.) 

Radio Listening in America, by Paul F. Lazarsfeld and 
Patricia L. Kendall. (New York: Prentice Hall, Inc., 
1948. Pp. 178. $2.50.) 

Opportunities in Market Research, by John H. Platten, 
Jr. (New York: Vocational Guidance Manuals, Inc., 
1946. Pp. 69. No price given.) 

Qualitative Analysis of Radio Listening, by Charles H. 
Sandage. (Urbana, Illinois: University of Illinois, 
1949. Pp. 53. No price given.) 

Marketing, Revised Edition, by Ralph S, Alexander, 
Frank M. Surface, and Wroe Alderson, (Boston: Ginn 
and Company, 1949. Pp. 840. No price given.) 
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A.M.A. Notes 


GEORGE H. BROWN 
Editor 


1949 Mid-Year Conference 


St. Louis, Missouri. Hotel Sheraton. June 
6th, 7th, and 8th. Dan Hopkins, General 
Conference Chairman; Henry O. Whiteside, 
Program Chairman; Father B. W. Dempsey, 
National Representative. 


1949 Winter Conference 


Waldorf Astoria, New York. December 
27th and 28th. Joint conference with Allied 
Social Science Group. Richard H. Moulton, 
General Conference Chairman; Victor H. 
Pelz, Program Chairman; Donald E. West, 
National Representative. 


Committee Reports 


The Market Research Techniques Com- 
mittee have added two more reports to their 
list: “Tabulation Planning and Tabulation 
Techniques”—Joseph J. Boyajy, chairman 
of sub-committee; and “Questionnaire Prep- 
aration and Interviewer Technique,” A. B. 
Blankenship, chairman of sub-committee. 
Reprints of both reports are available through 
Secretary’s Office, 1525 East 53rd Street, 
Chicago 15, Illinois. Single copy—25¢ each. 


Sustaining Memberships 


The program for Sustaining Memberships 
has been launched formally in the presenta- 
tion to the Board of Directors of a list of the 
first seven such members to affiliate with the 
American Marketing Association. The new 
members were presented to the Board of Di- 
rectors by the Committee on Sustaining 
Membrcrships, headed by Gordon A. Hughes, 
who 1s also vice-president of the Association. 

Companies applying for sustaining mem- 
berships must sign an application and be 
sponsored by two members of the Associa- 
tion who are not members of the candidate 


firm. Sustaining membership dues are 


$100.00 per year. 


NEW MEMBERS 


The following is a list of new members ac- 
cepted from the period February 1, 1949 
through April 30, 1949. These members’ ap- 
plications arrived too late to be included in 
the 1949 National Roster: 


Aalgaard, Allan, Knox Reeves Adv., Inc., Minneapolis, 
Minn. 

Adams, Charles A., Dun & Bradstreet, Boston, Mass. 

Adler, Elaine Mrs., Parents’ Institute, New York 17, 
N. Y 


Adams, Felix T. S., 5070 N. 49th St., Milwaukee 9, Wis. 

*Auerbach, Seymour P., New York State Institute of 
Applied Arts and Sciences, Brooklyn 1, N. Y. 

Babcox, Edward S., Jr., Babcox Publications, Inc., 
Akron 8, Ohio 

Baker, Oliver, 15478 Pinehurst, Detroit 21, Mich. 

Baker, Robert L., B. F. Goodrich Co., Akron, Ohio 

*Baska, the Rev. Louis, O.S.B., Atchison, Kan. - 

Basalyga, John, 21 Cutler St., Clifton, N. J. 

Bauhan, Lucille W. (Miss), 27 Virginia Rd., Maple- 
wood, N. J. 

Becht, Edward E., South Finlay Ave., Basking Ridge, 
N. J. 

Bennett, Miss Helen Marie, Burlington Mills, 350 Fifth 
Ave., New York 1, N. Y. 

Benson, Paul R., Mutual Broadcasting System, 1440 
Broadway, New York, N. Y. 

Berg, Ralph Lester, 4417 W. Deming Pl., Chicago 39, 
Ill. 

Berry, Clarence M., Jr., 59 Hopper Ave., Allendale, 
N 


Berokowitz, Frederick, 233 Raritan Ave., Highland 
Park, N. J. 

Blumenfield, Martin, 99 Clinton Pl., Newark 8, N. J. 

*Bradley William, 4225 N. Broadway, Chicago 54, Ill. 

Bratton, Meredith J., Apt. 4L, 189-04-64th Ave., 
Flushing, L. I., N. Y. 

*Breen, John J., Jr., 108 Rosedale St., Providence 8, 
R. 1. 

Brettner, Mrs. Marion Earl, P.O. Box 74, Jersey City 3, 
N 


Buckingham, George T., 1310 Chicago Ave., Evanston, 
Ill. 
*Bulger, William P., 4909 Dorchester Ave., Chicago 15, 
Ill. 
Carroll, Warren, Genl. Mgr., Home Products Division, 
The Sherwin-Williams Co., Cleveland 1, Ohio 


* Associate. 
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Carpenter, F. Scott, Jr., Godfrey L. Cabot, Inc., Bos- 

ton, Mass. 

Calish, Howard K., Stop & Shop, Inc., Boston 10, Mass. 

Cavanaugh, Alfred, 51 James St., Newark 2, N. J. 

Cavanagh, Edwin A., Clary Multiplier Corp., Los An- 
geles 12, Calif. 

Christ, Richard V., Publicker Industries, Inc., Philadel- 
phia 2, Pa. 

*Christensen, Robert Galen, 431 Furnold Hall, Colum- 
bia Univ., New York 3, N. Y. 

Cochrun, Irwin A., 711 West Clark, Champaign, III. 

Collins, James W., Duff, Anderson and Clark, Chicago, 
Ill. 


Clancy, Mary Ellen, 250 Park Ave., New York 17, 
N. Y. 


*Comer, Thomas Patrick, 203 w. 98th St., New York, 
N. Y. 

Conried, Edwin, Textron, Inc., New York 16, N. Y. 

Cooper, James W., Heintz & Co., Los Angeles 13, Calif. 

Cox, Charles E., 9 Salem Lane, Evanston, IIl. 

Cross, Margaret H., Ft. Wayne Regional Surveys, Fort 
Wayne 2, Ind 

Curtis, A H., 795 Pine, Winnetka, Ill. 

Daly, Prof. Michael, Marquette Univ., Milwaukee 3, 
Wis. 

Davenport, John Scott, Indiana Univ., Dept. of Jour- 
nalism, Bloomington, Ind. 

Davini, Dorothy (Miss), Young & Rubicam, Inc., New 
York 17, N. Y. 

Davis, Ivan W., Collegiate Cap & Gown Co., Cham- 
paign, Ill. 

*De Nooyer, Leonard C., 6523 Lincoln Dr., Philadel- 
phia, Pa. 

Denny, Byron C., 222 Farragut St., N.W., Washington 
11, D.C. 

Dexter, W. A., United Cooperatives Laboratory, 
Ithaca, N. Y. 

Dilg, Millard J., Williamson Dickie Mfg. Co., 509 W. 
Vickery Blvd., Ft. Worth 1, Tex. 

Dillon, Robert Edward, College of Business Adm., 
Univ. of Toledo, Toledo 6, Ohio 

Dockson, Robert R., Prudential Ins. Co. of America, 
Los Angeles 54, Calif. 

Drake, Jerry E. School of Business, Southern Method- 
ist Univ., S.M.U. Postoffice, Dallas 5, Tex. 

Dwortzan, Herbert, 102 Aldine St., Newark 8, N. J. 

Ehrenreich, Joseph W., Prudential Ins. Co. of America, 
Los Angeles 54, Calif. 

*Elgass, George A., School of Business Adm., Univ. of 
Michigan, Ann Arbor, Mich. 

Emmerich, Andre, Henry J. Zaleskie, Adv., New York 
18, N. Y. 

Evans, Erskine W., Jr., Dearborn Motors, Detroit, 
Mich. 

Farrar, Reginald G., Westinghouse Electric Corp., 
Boston 10, Mass. 

ok John, John Felix Associates, Inc., New York 17, 
N. Y. 


Frederickson, Wm., 928 Killsythe Rd., Elizabeth 3, 
N. J. 

Friend, Jeanne, 124 E. 84th St., New York 28, N. Y. 

Fryburger, Vernon R., Univ. of Illinois, Urbana, Ill. 


Garber, Cleland W., Jr., Tyler Advertising Agency, 
New York 17, N. Y. 

Gardner, Dean, Statistical Tabulating Co., St. Louis 1, 
Mo. 

Gardner, Tom, Babcock & Wilcock Co., New York 6, 
N. Y. 

*Garmon Frederic D., 36 Willwood St., Dorchester 24, 
Mass. 

*Gates, Richard S., 125 Plymouth Rd., Newton High- 
land 61, Mass. 

Gersten, Louis M., Reiss & Gersten, New York 16, 
N.Y 


Gerstenberg, Karl, School of Retailing, N. Y. U., New 
York 3, N. Y. 

Gesling, Sue Ellen, Bowling Green State Univ., Bowling 
Green, Ohio 

*Gilbert, S. Wallace, 5437 Kimbark Ave., Chicago 15, 
Ill. 

Gilchrist, Prof. Franklin W., Univ. of S. California, 
Los Angeles 7, Calif. 

*Gill, H. B., General Petroleum Corp., San Francisco, 
Calif. 

Giovanni, Alfred G. P., 558-56th St., West New York, 
N 


Gore, Grant, Biddle Purchasing Co., New York 8, N. Y. 

Goodwin, Frank, Univ. of Florida, Gainesville, Fla. 

Greenfield, Edwin S., 101 Essex Ave., Metuchen, N. J. 

Guthrie, N. Ward, Guthrie Lithograph Co., Washing- 
ton 1, D.C. 

Guyant, John Leslie, Robert S. Conlan & Assoc., Inc., 
Kansas City 6, Mo. 

Haldeman, Harry (Bob), 739 Holmby Ave., Los An- 
geles 24, Calif. 

Halloran, Thomas F., General Communication Co., 
Boston 15, Mass. 

Hancock, Robert H., R. H. Hancock & Associates, 
Portland 4, Ore. 

*Harrison, A. N., 421 W. 3rd, Stillwater, Okla. 

Harrison, William E., Westinghouse Electric Corp., 
Philadelphia 4, Pa. 

*Heitner, William, 243 West 98th St., New York 25, 
N. Y 


*Hemann, Paul T., 13 N. 18th St., Belleville, Ill 
*Hepfner, Leopold E., 971 Lancaster Ave., Syracuse 10, 
N. Y. 


Hill, Dana M., Corn Products Sales Co., 17 Battery PI., 
New York 4, N. Y. 

Hilts, Carl, 141 Styvesant Ave., Newark, N. J. 

Holmes, Douglas A., Westinghouse Elec. Corp., Pitts- 
burgh 30, Pa. 

Hook, Ralph Clifford, Jr., A. & M. College of Texas, 
College Station, Tex. 

Huker, Billie J. (Mrs. Robert B. Loeu), National 
Broadcasting Co., New York 20, N. Y. 

Hurwitt, Fred M., 69-01-62nd St., Brooklyn 27, N. Y. 

Iverson, Fred H., 7 Wisner, Park Redge, Ill. 

Jackson, Babette A., Blow, Inc., New York 20, N. Y. 

Jackson, Howard E., 25 W. 45th St., New York 19, 

Jackson, Thomas L., 2719 Claredale Rd., Toledo 12, 
Ohio 

Jacobson, Elliott R., 97 Albion Ave., Patterson 2, N. J. 
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*Jalelian, Lincoln Z., 52 Summer St., Somerville 43, 
Mass. 

Jeggle, George J., Hussman Refrigeration, Inc., 2401 N. 
Leffingwell, St. Louis 6, Mo. 

Jewett, John R., Pitman-Moore Co., 1200 Madison 
Ave., indianapolis 6, Ind. 

Johnston, Robert A., 457 High St., South Hanson, 
Mass. 

Johnson, Wesley R., 720 Clark St., Apt. 2 N, Evanston, 
Ill. 


Jones, Lyle W., National Small Business Men’s Assn., 
1737 DeSales St., N.W., Washington 6, D. C. 

Jones Professor Manley H., Illinois Institute of Tech- 
nology, Technology Center, Chicago 16, Ill. 

Kapp, William Robert, The Bristol-Myers Co., 630 
Fifth Ave., New York 20, N. Y. 

Kegley, William F., Paper Art Co., Inc., Indianapolis, 
Ind. 

Kenney, L. H., Maclean’s Magazine, Montreal 2, 
Quebec, Canada 

Keough, Paul, 24 Allston Pl., Fitchburg, Mass. 

Kidney, William F., Industrial Tape Corp., New Bruns- 
wick, N. J. 

Kimball, Richard, Harvard Club, New York, N. Y. 

Kline, Jack M., Lynn Baker, Inc., New York 19, N. Y. 

*Koch, Winton C., 147 Linden Ave., E., Ravenna, Ohio 

Kornblau, Curt, 23 Florida St., Dorchester, Mass. 

Krauthoefer, William, Geuder Paeschke & Frey, 324 
N. 15th St., Milwaukee 3, Wis. 

Laager, Herbert E., Capper Publications, Inc., New 
York 17, N. Y. 

Lake, Wendell E., The Carter’s Ink Co., Cambridge 42, 
Mass. 

Lane, Edward Francis, 112 Eighth Ave., Haddon 
Heights. N. J. 

*Lapp, Charles L., Ohio State Univ., Columbus, Ohio 

Lesner, Arnold I., 104 Washington St., Carteret, N. J. 

*Laubner, William D., 234 Essex St., Somerville 43, 
Mass. 

*LeBreton, Preston Paul, Louisiana State Univ., Baton 
Rouge, La. 

Lenrow, Morten M., Esquire, Inc., 366 Madison Ave., 
New York 17, N. Y. 

Lessler, Richard S., 601 West 160 St., New York 32, 
N. Y. 

*Levine, Aaron, B-137 Quadrangle, Iowa City, Iowa 

*Logan, Philip Gc. -» 432 Riverdale, lowa City, lowa 

Loring, Frank M., 5438 Woodlawn Ave., Chicago 15, 
Ill. 

McBride, Charles G., 2212 Glouster Rd., Columbus 12, 
Ohio 

McCord, Frank P., Lennen & Mitchell, Inc., New York 

*McCluskey, Eugene Joseph, 2821 Brattleboro, Des 
Moines 11, lowa 

*McDowell, Ward J., Univ. of Iowa, Iowa City, 
Iowa 

McFarlane, Alexander N., Corn Products Sales Co., 
New York 4, N. Y. 

McGowan, John B., 572-83 St., Brooklyn 9, N. Y. 

McGrath, Joseph James, Univ. of Washington, Seattle 
5, Wash, 


McHugh, Joseph R., W. J. Grosvenor & Co., Inc., 270 
Cedar St., Somerville 45, Mass. 

McIntyre, Robert Bruce, McGraw-Hill Publishing 
Co., New York 18, N. Y. 

McWhorter, Paul, 78 W. Norwich, Columbus, Ohio 

*Manasevit, Stanley, 205 Manhatten Ave., Bridgeport 
6, Conn. 

Manchester, W. B., Crowley, Milner & Co., Farmer & 
Gratiot Sts., Detroit 26, Mich. 

Marion, Mrs. Jean Harvey, 2 Horatio St., New York 14, 
N. Y. 

Marshak, Seymour, 180 E. goth St., Brooklyn, N. Y. 

Marshall, Marilyn, 1604 So. Columbia, Tulsa 4, Okla. 

*Mason, William R., 36 Colburn St., N. Attleboro, 
Mass. 

Merrill, Harold S., Chicopee Mills, Inc., 47 Worth St., 
New York 13, N. Y. 

Moran, William T., 2825 Yosemite Ave., St. Louis Park, 
Minn. 

*Myers, Robert H., School of Business Adm., Miami 
Univ., Oxford, Ohio 

*Naden, Kenneth D., Univ. of California, Los Angeles 
24, Calif. 

Nestler, Hans W., Paulson-Gerlach & Associates, Inc., 
Milwaukee 3, Wis. 

Newman, Roy F., Jr., Bean & Helfrich, Inc., Baltimore 
2, Md. 

Nylen, Roy, R. F. Nylen & Associates, Chicago 3, Ill. 

Olbrich, Janice, Univ. of Illinois, Urbana, IIl. 

*Orleans, Nathaniel J., 604 Roy Ave., Dayton, Ohio 

— Merrill D., Henry J. Kaiser Co., Oakland 12, 
Calif. 

*O’Toole, Austin F., 18 Church St., Dorchester, Mass. 

Paine, Roger H., Coro, Inc., 167 Point St., Providence, 
R. 1. 


Palm, A. C., Palm & Patterson, Inc., Fidelity Bldg., 
Cleveland. 14, Ohio 

Perr, Sid, 239 Shephard Ave., Newark 8, N. J. 

Perris, Norris M., Stevenson, Jordan & Harrison, 19 W. 
44th St., New York 18, N. Y. 

Perry, Florence E., Young & Rubicam, New York 17, 
N. Y. 

Pillsbury, Samuel W., 173 Adams St., Milton 87, Mass. 

Pockrandt, Fred C., The Fred W. Albrocht Gro. Co., 
750 E. Tallmadge, Akron 9, Ohio 

Pollard, Charles R., 2610 Allendale Rd., Baltimore 16, 
Md. 

*Pomerance, Eugene C., McCann-Erickson, Inc., 318 
S. Michigan, Chicago 4, Ill. 

Pomerantz, Dr. Sidney L., 35 Crown St., Brooklyn 25, 
N. Y. 

Ponte, Alfred A., Stop & Shop, Inc., 393 D St., Boston 
10, Mass. 

Pontier, Donald, 238 Mt. Pleasant Ave., Clifton, N. J. 

Rajala, John William, 835 Seward St., Evanston, Ill. 

*Rentz, James M., 720 Wallace Ave., Bowling Green, 
Ohio 

Resler, Edward, 3406 North oth, Milwaukee 6, Wis. 

*Rewoldt, Stewart H., Univ. of Michigan, Ann Arbor, 
Mich. 

Rhame, William T., The Continuing Study in Televi- 
sion Homes, 45 West 54th St., New York, N. Y. 
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Richards, William D., Sigma Nu House, Evanston, III. 

*Riddle, William W., Jr., Allen Chev. Co., Armour & 
Buchanan, N. Kansas City, Mo. 

Risquez, J. M., Velazquez, a Sta. Rosalia 113, Caracas, 
Venezuela 

Roehsler, Lawrence, Maloney, Regan & Schmidtt, 400 
Madison Ave., New York 17, N. Y. 

Rogers, Bernard L., Prudential Ins. Company of 
America, 5757 Wilshire Bldvd., Los Angeles 54, Calif. 

Rudolph, Charles R., 1606 W. 47th St., Apt. 102, Los 
Angeles 37, Calif. 

Ryder, Franklin P., B. F. Goodrich Co., Akron, Ohio 

*Sachs, Edward M., Brooklyn College, Brooklyn, N. Y. 

Sahler, G. H., Trumbull Electric Mfg. Co., Plainville, 
Conn. 

Sanders, Paul Harrison, P. O. Box 214, Toledo 1, Ohio 

Sanders, Thomas L., Personal Products Corp., Mill- 
town, N. J. 

Sasso, Leonard J., 84 Sanford Ave., Belleville, N. J. 

*Saxl, Susanne, 2620 E. 74th Pl., Chicago 49, Ill. 

*Schermer, Avery, St. Louis Univ., St. Louis 8, Mo. 

*Schmidt, Marjorie J., 329 Iowa Ave., Iowa City, lowa 

Scialfa, Joseph, 2 Ferdinand St., Newark 3, N. J. 

Scofield, Leavitt J., 24 Woodcrest Ave., Dayton 5, Ohio 

*Scotton, Donald W., Univ. of Illinois, Urbana, III. 

*Seaton, Stuart B. (Prof.) Oklahoma A. & M. College, 
Stillwater, Okla. 

Seyd, Ramon H., Standard Oil Co., (N. J.), New York 
20, N. Y. 

Sewall, William, B. F. Goodrich Co., Akron, Ohio 

Shaler, Edward, 2132 Sunnyside, Chicago 25, Ill. 

*Shaw, Professor Roy T., Jr., Florida State Univ., 
Tallahassee, Fla. 

Shelley, J. P., The Mayers Co., Los Angeles 15, Calif. 

Silbaugh, Hugh R., 16 Chapin St., Binghamton, N. Y. 

Sirangelo, Joseph F., 177 Van Horn St., Jersey City, 
N 


Sitton, John M., Bendix Radio Division, Baltimore 4, 
Mad. 


Simms, A. B., The III, Ebasco Services, Inc., New York 
6, N.Y. 

Slote, Claire T., Modern Industry Magazine, New York 
17, N. Y. 

Smart, Frederick K., 1816 N. Clark St., Chicago 14, Ill. 

Sosna, Ben, 61 Weequahic Ave., Newark, N. J. 

Southwell, I. D., Fibreboard Products, Inc., San Fran- 
cisco 6, Calif. 


St. Clair, Robert M., Dept. of Marketing, School of 
Com., N.Y.U., New York 3, N. Y. 

Stern, Harold, 2082 Davidson Ave., Bronx 53, New 
York, N. Y. 

Stockdale, Craig T., 913 Dickey St., Tarentum, Pa. 

Stogner, Roy, 340 Waverley Ave., Newark 3, N. J. 

Stone, Theodore M., 65 Strathmore Rd., Brooklyn 46, 
Mass. 

Sutton, Robert L., Apt. D-10 Penn Gardens, Penn- 
sauken, N. J. 

Tanis, Clinton E., 60 Summer St., Passaic, N. J. 

“=. William A., R. Wallace & Sons, Wallingford, 

nn. 

Thompson, Fred D., Reader’s Digest, 276 St. James St., 
W. Montreal, Quebec, Canada 

*Twilling, Robert V., The Cincinnati Enquirer, 617 
Vine St., Cincinnati 1, Ohio 

Urbanczyk, Joseph J., 104 Clarke Ave., Jersey City, 
N 


*Utech, Kenneth H., 1161-23 St., Des Moines 11, Iowa 
Van Alystyne, Richard G., 825 W. Third St., Plainfield, 
N. J 


Van Cleve, Florence, Conde Nast Publ., Inc., New York 
17, N. Y. 

*Vandervoort, Prof. Chas O., Texas College of Arts & 
Industries, Kingsville, Tex. 

Walker, J. L., 243 West End Ave., New York 23, N. Y. 

Wanner, George, 43} Ridgedale Ave., Morristown, N. J. 

Ward, Robert N., 35 Damarest Pl., Maywood, N. J. 

Watt, Robert H., Ward Wheelock Co., Lincoln Libert 
Bldg., Philadelphia 7, Pa. 

Whittington, Mary Alice, Meldrum & Fewsmith, Inc., 
Carnegie Hall, Cleveland 15, Ohio 

Wigglesworth, Edwin F., N. Y. U. Grad. School of Busi- 
ness Adm., New York, N. Y. 

Wilson, Kenneth (Prof.), Michigan State College, East 
Lansing, Mich. 

Winkley, Alexander M., John Felix Associates, Inc., 154 
Nassau St., New York 7, N. Y. 

Wood, Robert N., The Esterbrook Pen Co., Delaware & 
Cooper, Camden, N. J. 

*Wright, John S., Room #981, River Rd. Dormitories, 
Columbia 10, Ohio 

*Wurst, Charles W., 3211 Mabel Ave., Covington, Ky. 

Yates, William F., 118 Westgay Dr., Akron 13, Ohio 

Zinkand, Robert G., 169 Carteret St., Glen Ridge, N. J. 

Zucker, Sid, 72 New St., Newark 2, N. J. 
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FUNK & WAGNALLS 


New books on Advertising and Marketin g 


Here are four valuable volumes bringing you up-to-date 
analyses and techniques by authorities in each field. 


HOW TO REDUCE 
DISTRIBUTION COSTS 


by Richard D. Crisp 


HIS book presents a positive, tested 

program for distribution-cost reduc- 
tion by means of increased selling effi- 
ciency. It places emphasis on practical 
aspects of sales-control and related tech- 
niques. It provides detailed guidance in 
solving specific sales management prob- 
lems. Illustrated. $5.00 


A MODERN INDUSTRY BOOK 


SELLING TO AND THROUGH 
THE NEW DEPARTMENT 


STORE 
by E. B. Weiss, 
Director of Merchandising, Grey 
Advertising Agency, With an introduction 
by WILLIAM H. HOWARD, Vice-President, 


Macy's. 
OTH a study of the new department 
store and a guide to the changes in 
policies and operations it must make to re- 
gain its lost position as the major U.S. re- 
tail outlet. A handbook for both the manu- 
facturer who supplies the store as well as 
the store’s management. Illustrated. $5.00 


PRINTERS’ INK BUSINESS BOOKSHELF 


MODERN RADIO 
ADVERTISING 
by Charles Hull Wolfe, 
Radio Department, BBDO 

ERE is one of the largest analyses 

ever made of a single advertising 
medium. It is a remarkably complete com- 
pilation of the radio research discoveries 
and broadcast advertising experiences of 
the last decade—filled with useful new 
findings on how to get better results from 
radio advertising. Also includes a detailed 
and thorough review of television adver- 
tising. Illustrated. $7.50 
PRINTERS’ INK BUSINESS BOOKSHELF 


MODERN LAW OF 
ADVERTISING and MARKETING 


by Isaac W. Digges, Member of N.Y. Bar 
With an Introduction by PAUL BROWN WEST, 


President A.N.A. 

RITTEN for the layman by a lawyer 

who has spent over 26 years in the 
about trade marks, copyrights, coopera- 
tive advertising, etc. It contains practical, 
authoritative information to meet every- 
day legal problems of advertising. 300 
pages. $5.00 
PRINTERS’ INK BUSINESS BOOKSHELF 


Send for copies for 10 days’ examination on approval. 


Funk & Wagnalls Company 


153 East 24th St., New York 10 


Please mention the JouRNAL or MARKETING in writing advertisers 
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Formula ora...“ 


Star Sield Organiza tion 


NATIONAL COVERAGE 
INTELLIGENT INTERVIEWERS 
CONSTANT SUPERVISION 
PAINSTAKING PRE-TESTS 
PROMPT RESULTS 


You Suggest the Questionnaire~ 


And let our young, vigorous organization take over. 


Patrecia Ward Company 


424 Madison Avenue 
New York 17, New York 
Telephone: Plaza 9-6288 


3 P. ublicalions 


Traces and Gauges the Force of Important Magazines 


Magazines the United States 


Their Social and Economic Influence %4 
By JAMES PLAysTED Woop 


F pend OF THE social and economic influence of magazines on American life : 4 

extending from Benjamin Franklin’s General Magazine in 1741 to the nationally mie 
circulated magazines of the | pres day. For the student of the periodical press, for 

writer, editor, publisher, and advertiser, and for the interested general reader. 312 . 

pages, $4.00 

A Broad, Fundamental Treatment ‘ 

Marketing and Distribution Research if 
By LYNDON O. BROWN 


HOWS HOW TO put market research and analysis to work, and makes available a 2 
working tolled as well as providing a balanced text for college courses, Its es 
objective is to give, besides forms and techniques, a genuine understanding of the 
subject—the role it plays, the contribution it can make, its scientific foundations, and its 
limitations. 678 pages, $5.00 


Treats Prices Broadly and Thoroughly £ 
Price Economics 

By RoBerT B. PETTENGILL 
TEXT INTENDED especially for use in the second or intermediate course in eer 
economic theory, but adaptable for use at different levels, according to the indi- 1 aia 

vidual instructor's preference, Centers attention upon individual prices and quantities is 

of goods and services. 483 pages, $4.50 i. 
Essentials of Layout 


Advertising Layout—te Projection of an Idea 


A PRACTICAL GUIDE for students of layout. 72 illustrations both in full color ie 
and in black and white. Actual advertisements by some of the best known art di- ‘See 
rectors in the country illustrate the succinct text. 96 pages, $5.00 re 


THE RONALD PRess COMPANY 


1S East 26th Street. New York 10. 


: 
By RICHARD S. CHENAULT 
Please mention the JouRNAL oF MARKETING in writing advertisers te 


COMMUNICATIONS RESEARCH 
1948-1949 


Edited by Paul F. Lazarsfeld, Director, Bureau of Applied Social Research, Columbia 
University 
and Frank N. Stanton, President, Columbia Broadcasting System 


What are the vital effects of today’s mass media on the intellectual and social life of 
our time? How can the communications industries answer public demand, and 
still fulfill their moral and intellectual obligations best to serve the community? 
This book, compiled by two of the country’s leading authorities on mass communica- 
tion, opens new roads for studying these urgent problems. Reporting on research 
into such vital subjects as the influence of the comics on children, guiding factors 
in radio programming, the impact of the newspaper, and the evaluation of magazine 
readership, it also points out how communications research can be refined and im- 
proved. Here is an essential reference for all executives concerned with the com- 
munications field, as well as an important reference text for all students of psychology, 
sociology, radio and journalism. 


$4.50 at your bookstore or from 


HARPER & BROTHERS 49 East 33rd Street New York 16, N.Y. 


I'VE GOT A MILLION 


OF ’EM... 


Nation-wide mailing lists of the new mothers market. . . 


e 150,000 new mothers each month. 

© Nation-wide birth lists. 

© Prompt attention to individual requirements. 
e Arranged according to city and state. 

© Accurate. 


© Inexpensive. 


HENRY W. JAEGER 


1780 Broadway Plaza 7-269! New York 19, N.Y. 


FIRST WITH THE BIRTHS—BIRTH LISTS NATION-WIDE IN SCOPE 


Please mention the JouRNAL oF MARKETING in writing advertisers 
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Check These Important features of 


MARKETING 


PRINCIPLES AND METHODS 


PHILLIPS AND DUNCAN 


ADOPTIONS* 
In nine months this new book has been 
adopted in almost 100 colleges and univer- 
sities throughout the country. Many more 
promised for Summer and Fall. 


ORIENTATION 
In a scholarly, yet entirely practical, man- 
ner the book offers beginning students a 
thorough orientation in the principles and 
methods of marketing. 


APPROACH AND TREATMENT 
The organization of the book reflects the 
changing emphasis in approach and treat- 
ment of material that has occurred in the 
teaching field in recent years. 


THE CONSUMER 
Early recognition is given to the consumer, 
his nature, his buying motives and habits, 
and the social significance of consumer buy- 
ing as a whole. 


MARKETS 
The marketing of consumers’ and industrial 
goods is introduced by an exceptionally clear 
discussion of the markets in which they are 
sold. 
739 pages 


THE FACTS 
This book is an appraisal, more than a mere 
presentation, of facts. The tools of economic 
analysis are used throughout to provide this 
desired evaluation. 
POLICIES AND PRACTICES 
Basic marketing research principles and 
methods are treated as essential to the suc- 
cessful formation of marketing policies and 
practices. 
PRICING AND SELLING 
The chapters on selling policies and practices 
and on pricing, particularly show the high 
quality of scholarship typical of this text. 
REFERENCES 
At the end of each chapter are from four to 
ten of the best references on the subject mat- 
ter. Each reference is carefully annotated. 
QUESTIONS AND PROBLEMS 
Provocative discussion questions and prob- 
lems are included for each chapter. They 
provide excellent material for class use or 
for review purposes. 


College price $5.00 


*REPRESENTATIVE ADOPTIONS 


Alabama Polytechnic Institute—American University—Bates College—Birmingham Southern College 
—Colgate University—Cornell University—Dartmouth College—George Washington University—Loyola 
University, New ~Orleans—Oklahoma City University—Pace College—Stanford University—University 
of Buffalo—University of California, Los Angeles—University of Colorado—University of Connecticut 
—University of Minnesota—University of Pennsylvania—University of Southern California—Univer- 


sity of Wisconsin and many others. 


Send for your examination copy 


RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE 


CHICAGO 16, ILLINOIS 
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AMERICAN ECONOMIC REVIEW 


Contents 
Volume XXXIX June, 1949 
Prices, Money and the Distribution of Goods in Horst Mendershausen 
Analysis of Dissaving .............. George Katona 
Lawes: A cc D. M. Keeser, editor 
Communications: 
Price Flexibility and Full Employment: 
Geometrical Measurement of Elasticities ...............++- C. D. Hyson and W. P. Hyson 
Memorials: 


Wesley Clair Mitchell 
Harry Alvin Millis 
Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the 
American Economic Association and is sent to all members. The annual dues are $5.00. Address 
editorial communications to Dr. Paul T. Homan, Editor, American Economic Review, George 
Washington University, Hall of Government, Washington 6, D.C.; for information concerning 
other publications and activities of the Association, communicate with the Secretary-Treasurer, 
Dr. James Washington Bell, American Economic Association, Northwestern University, Evans- 
ton, Illinois. Send for information booklet. 


The readers of this Journal are invited to 
become members of the 


AMERICAN STATISTICAL ASSOCIATION 


the professional association of statisticians and other per- 
sons interested in: 

1. the development of new theory and method 

2. the improvement of basic statistical data 

3. the application of statistical methods to practical 
problems 


PUBLICATIONS 


The JOURNAL of the American Statistical Associatica 
(theory and application of statistics) 
The American Statistician 
(professional news magazine) 
BIOMETRICS 
(statistics for biologists) 
MEMBERSHIP— Individual $8.00 
Corporation $100.00 


Information about other classes of membership and a 
lication forms may be secured from the Secretary 1603 
St, N.W., Washington 6, D.C. 


& 
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Like Shooting Fish in a Barrel 


It’s a cinch to get urgently needed facts and figures when all you have to do is 
call STATISTICAL. 


Just tell us what you need in tabulating, calculating, typing, Vari-Typer service 
or marketing research tabulations and leave the rest to us. 


It’s like “shooting fish in a barrel” for this experienced organization to compile the 
reports you need—quickly, accurately and economically—at your office or ours. 


Backed up by the largest and most diversified independent punched-card tabulating 
service in the country, these specialists relieve you of all details. No equipment 

for you to procure. No special help to hire or train. No O.A.B. 

deductions to fuss with. 


Remember this complete service is available to you on a regular or emergency basis. 
Just phone or write our nearest office for the complete story. 


TABULATING + CALCULATING + TYPING » MARKETING RESEARCH TABULATIONS 


STATISTICAL TABULATING COMPANY 


50 Broadway 53 West Jackson Bivd. Arcade Building 
NEW YORK 4, N. Y. CHICAGO 4, ILL. ST. LOUIS, MO. 
Telephone: WHitehall 3-8383 Telephone: HArrison 7-2700 Telephone: CHestnut 5284 
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TESTING STORE DISPLAY 
ADVERTISING 


With competitive selling becoming increasingly important, point-of- 
purchase advertising is receiving greater attention than it has had for 


years. 


We have made many tests of the effectiveness of this type of advertis- 
ing (in windows and inside the store) ; enough to satisfy our clients that 
generalizations are dangerous. Each advertiser needs special study of 


how effective these displays are for each product so advertised. 


Our work is usually along the lines of measuring results in actual 
sales. If you are interested in tests of this kind, we shall be glad to have 
you tell us of your interest. We will offer suggestions on how you can 


make tests and what they will cost. 


FACT FINDERS ASSOCIATES, INC. 
400 Madison Avenue, New York 17, N.Y. 
Telephone PL 9-3710 


FRANK R. COUTANT 
President 


J. O'BRIEN 
Executive Vice President 


ROBERT SHERWOOD 
Vice President 
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tabulating service 
designed fill every 
need 


| Sales Analyses 

. ®@ Questionnaires for research on Markets, Prod- 
i ucts, Public Relations, and Industrial Relations 
® Magazine Circulations, Radio Network Cover- 
; @ Marketing Indices, Sales Potentials 


@ Readership Studies — Magazines, News- 
papers 


® Payroll Accounting 


These and other statistical tools—used by management in shaping 
sound policy—come within the framework of R. & S. Service. 


Recording and Statistical Corporation 


Chicago Boston Detroit Montreol Toronte 
100 Sixth Avenue, New York 13, N.Y. 
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TEXTBOOK OF SALESMANSHIP 


+ as A. Russett and Franx H. Beacu, University of Illinois. Fourth edition. 589 pages, 


McGRAW-HILL 


The fourth edition of an outstanding college text in salesmanship. The book has been made 
even more teachable than the previous editions and is easy to read without being over- 
simplified. The treatment covers the subject completely. All material in the new edition has 
been revised and brought up to date. Questions at the end of the chapters have been changed 
and should prove valuable for assignments and examinations. 


MACHINE TOOL SELLING 
By Harry J. Loserc, Sibley School of Engineering, Cornell University. 194 pages, $3.50;. 


Gives machine tool salesmen.a quick overall picture of the complete selling job. The book 
stresses why the machine tool salesman must know the customer’s problem and how they 
can originate inquiries and follow them to a completed sale, The emphasis placed on the 
selling of machine tools based on the dollar return on the investment is relatively new. This 
text is edited from 36 papers presented by experts from industry at the first sales refresher 
course sponsored by the National Machine Tool Builders’ Association and American Machine 
Tool Distributors’ Association. 


ADVERTISING AND EDITORIAL LAYOUT 
By Mattacx Price, Rhode Island School of Design. 359 pages, $6.00 


Presents the subject of layout in a comprehensive and complete manner, combining clear, 
objective statements of every point involved with explicit subjective statements and graphic 
illustrations, including diagrams. The author gives the student a background, a point of 
pale and a phil y of design, as well as explicit instructions for many different types 
ot layout. 


_ STATISTICAL TECHNIQUES IN MARKET RESEARCH 
By Roperr Ferser, University of Illinois. 542 pages, $6.00 


The purpose of ¢his book is to make available to marketing students and analysts the best 
and most modern statistical techniques in the simplest nontechnical manner possible. The 
author has attempted to translate the mathematics into words in order to make the book 
understandable to a person who has never gone beyond college algebra. The use of the most 
modern and most useful statistical techniques, that are of greatest importance to marketing 
is stressed. Every technique is illustrated with examples, where possible, using actual mar- 
keting data. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 
330 WEST 42no STREET, NEW YORK 18, N. Y. 
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